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1

INTRODUCTION

The Basic Grant Program, authorized by the Education Amendments
of 1972, was established to provide a foundation of education finan-
cial assistance for postsecondary education to all students meeting
the eligibility requirements of the Program. In comparison to many
other financial aid programs which may require maintenance of cer-
tain academic standards, or may be evaluated based on the school's
"relative need", the Basic Grant Program is based solely on financial
need as determined by such factors as family size, available income
and assets, and the costs of the institution. '

The Basic Grant Program has been in operation for six years.
Since its initial year of operation when only freshmen students were
eligible to receive a Basic Grant award, the number of applicants,
recipients, and aggregate award amounts has grown at an. explosive
rate. Currently, approximately $2.18 billion is annually expended
in total Basic Grant awards. It is clear that misreporting of appli-
cation data on the part of even a fairly minor percentage of the
applicants can result in quite a large "overexpenditure" for the
program., There has been, correspondingly, an increased commitment
to maintain the integrity of the program through periodic reviews
of program policies, regulations, and procedures.

A major component of these efforts has been the continuing
development and implementation of procedures to validate a portion
of the Basic Grant applications and to recover funds from students

1.1
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identified by their institutions as recipients of overpayments.
These validation and overpayment recovery efforts were performed
on a contract basis with USOE. The third year of the validation
study has recently been completed, and the overpayment recovery
effort is in its second year of operation. The subject of this
report, then, is a description of the results and findings based on
these two interrelated studies. Both of the study activities,
although different in design and intent, have one common objective,
i.e., to assess the scope and nature of misreporting and abuse of
the Basic Grant Program. A brief description of these two efforts
is given below.

Individual Validation Studies

Validation of individual applications consisted of two compo-
nent studies modified and expanded from the 1976-77 validation pro-
ject. The first component study, the Institution/OE Referral Study,
involved reviewing cases referred to the Office of Education by
participating BEOG institutions. The types of cases requested for
referral were those in which apparently discrepant information
entered on Student Eligibility Reports conflicted with other sources
of student information maintained by financial aid offices. The
following types of cases were investigated:

Current year institution rgferrals (1977-78)

Carry-over cases from the previous validation
(1975-76 or 1976-77)

° Cases containing multiple year discrepancies

There were also several cases which were referred for follow-up
by sources other than institutions. These included the following:

° Cases referred by the Office of Education
Cases referred by the processing agency
Self-reported cases referred by students

2 13




- The second component study, the Pre-established Criteria Study,
was obtained by selecting a random sample of approximately 8,000 ,
applicants from a set of applications filed in the 1977- 78 academic ,;
year which a priori were believed to be possible cases 1nVOIV1ng
errors on Student Eligibility Reports. In general terms, the cri-
teria identified cases in which internal inconsistencies were apparent
in the application, an entry was unusually large and/or an extensive
correction had been submitted. These criteria represented a refine-
ment of the criteria used for the 1976-77 Pre-established Criteria
study. In addition, a separate set of criteria for identification
of potential misreporters was developed and implemented by the appli-
cation processor. These American College Testing Program (ACT)
criteria were developed to account for possible sources of error
which had been identified through past validation efforts and other
statistical studies and which were not encompassed by the Pre-
established Criteria. Approximately 1,000 cases were selected for
validation which met the ACT criteria. '

In both of these component studies, referred to as the Insti-
tution Referral and Pre-established Criteria studies, applicants were
requested to provide documentation in support of previously-reported
Student Eligibility Report (SER) data and, if an SER was determined
to be in error (i.e., contain one or more discrepancies between SER
data and documented values), correct erroneous SER data. A series
of follow-up activities were implemented until the cases were re-
solved or closed due to non-response or unacceptable responses.

Overpayment Recovery

- In conjunction with the development and implementation of the
Individual Validation Studies, during the 1976-77 contract period
the Office of Education also established a formal method of identi-
. fying overpayment cases and collecting BEOG funds issued to students
1 who received disbursements under ineligible conditions. The Over-
payment Recovery System was developed and implemented to serve this
function. This system, which was the first large scale, formalized




regular collection effort undertaken by the Basic Grant Progran,
became operational during the latter part of the 1976-77 application
period, and overpayment recovery activities continued for the 1977-78
contract year. Therefore, the latter part of this report summarizes
the outcomes of the first full year of operation of the Overpayment
Recovery System. '

The circumstances under which a case was reported to the Office
of Education for recovery of overpaid funds involved the following:

° Cases in which students withdrew from achool after
receiving a Basic Grant award
° Cases in which a student's eligibility index (SEI)

increased after obtaining payment which was based
on a lower SEI

° Cases in which students received an award based
on ineligible conditions (Bachelor's degree already
obtained, non-citizen status, etc.)
All cases were reported only after attempts to collect funds
at the institutional level had been unsuccessful. Students referred
for collection action were contacted and requested to select a suit-
able repayment plan., The main objective in this effort was to ini-
tiate repayment and to encourage students to continue making regular
payments to the Basic Grant Program until the overpayment had been
completely refunded. Follow-up activities were also implemented for
cases of non-response.

The results of these studies are presented in the following
chapters. The individual validation studies are presented in Chap-
ters 2 and 3, respectively. In addition, a separate chapter assesses
the effectiveness of the procedures used to conduct the validation
studies (Chapter 4). Chapter 5 presents the outcomes of the over-
payment recovery effort and an analysis of the procedures used in
conducting the overpayment recovery. Each chapter begins with an
introduction to the study, a brief discussion of the study methodol-
ogy, a description of the analytical techniques employed, a presen-
tation of the study findings, and, finally, a brief chapter summary.




2

INDIVIDUAL VALIDATION FINDINGS:
INSTITUTION/OE/BEOG CONTRACTOR REFERRAL STUDY

2.1: STUDY OVERVIEW

The 1977-78 Institution Referral Study was a continuation of
the previous two years' validation of discrepant Student Eligibility
Reports referred to the Office of Education by Financial Aid Offi-
cers. Procedures for contacts with students and Financial Aid
Officers were developed during the 1975-76 validation effort, and
were amended for the 1976-77 and 1977-78 studies. The purpose-of
this study was to investigate reported discrepancies in order to
identify and assess the type and frequency of errors made on Basic
Grant applications, and to provide institutions with a method for
reporting suspected instances of program abuse. In addition, the
Office of Education, and it's contractors, (i.e. the application pro-
cessor, and the General Information Service) referred cases for
validation when it was suspected through normal processing activi-
ties that a possible discrepancy appeared on an SER. .

School Aid Officers were contacted through a '""Dear Colleague"
letter which outlined the procedures for reporting discrepant SERs
to the Office of Education. The majority of cases were referred
as a result of financial aid officers discovering inconsistent data
on the SER through comparisons of BEOG SERs with other information
on file at the institution. In addition, students were referred
whose Student Eligibility Reports contained questionable or highly

2.1
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unlikely information. For example, an SER showing a large household -,
but reporting little or no income would be considered valid for i
follow-up. Financial aid officers were instructed to make the ini-
tial contract with the student. If the institution was unsuccessful
in resolving the discrepancy, the student was referred to the
Office of Education for further contact. In some instances, infor-
mation necessary for follow-up was omitted from the referral. In
these cases the financial aid officer was called to obtain clarifi- i
cation and/or additional information. When it was determinéd by the
validation contractor that sufficient evidence to warrant student 1
contact was available, validation procedures were implemented.

2.2: VALIDATION METHODOLOGY '

When it had been determined that a case was valid for follow-up
by the validatisn contractor, a letter was mailed to the student or
parent specifying the discrepancy reported by the school. This
letter instructed the student/parent to review the questionable items,
send in all documents requested, and correct the Student Eligibility
Report, if appropriate. Letters were sent to dependent student's 1
parents and directly to the independent student. At the time the :
initial letter was mailed to the applicant/parent, the Basic Grant ;
processor in Iowa City, Iowa was informed that no further applications R
should be processed for this student until further notification from
the validation contractor and the student's file was tracked to pre-
vent further transactions from being processed. In additioh, the
.applicant/parent was informed that failure to comply with validation
requests may result in the suspension of the Basic Grant award. The
types of documents requested for some common discrepancies are listed !

below: -
Discrepancy N Document :
Adjusted Gross Income Notarized copy of Federal Tax form and .
W-2 statements f

Household Size Notarized statement of the household size
Non-Taxable Income Statements from the appropriate agencies .
indicating the total amount received for _
the year '

Assets Notarized statements of assets and debts

2.2
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In some instances applicants/parents were unable to supply the
documents requested due to unusual circumstances. In these cases,
applicants and parents were permitted to provide some form of
alternate documentation.

At the time the letter was mailed to the student/parent, a letter
was sent to the Financial Aid Officer with a copy of the student let-
ter enclosed. TiLe letter to the institution informed the Financial
Aid Officer that a student was being contacted for validation and in
most instances included instructions to withhold any further pay- :
ments the student mzy have been due to receive. Some discrepancies -
did not warrant the withholding of funds by the Financial Aid Officer.

Cases falling into this category were those which the reported dis-
crepancy has proven to be difficult to validate, such as assets (i.e.,
home value, cash savings, etc.). It was for this reason that the -
Financial Aid Officers were not instructed to withhold payments when
this kind of discrepancy occurred. In addition, when discrepancies
were referred by the Office of Education or BEOG contractors the
Financial Aid Officers were not contacted at the outset of the vali-
dation.

If the applicant failed to respond to the initial contact within
thirty days, a first reminder was mailed to the student/parent
indicating that a response had not been received and that failure
to respond could result in award suspension. Enclosed with follow-
up letters were photocopies of the initial letter, providing the
applicant/parent once again with full instructions for responding
completely and accurately to validation requests. Non-response to
this first reminder letter resulted in mailing a second (final)
follow-up letter which also included a photocopy of the initial
letter mailed to the student/parent. After the student/parent
received three letters from the validation contractor and did not
respond, the student was sent a letter informing him/her that the
award was suspended. The Financial Aid Officer was also contacted
and informed to continue withholding payments. If the Financial
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Aid Officer was not originally instructed to withhold payment from
the student, he/she was instructed to do so at the time of award
suspension.

When the applicant responded to validation requests, the re--
sponse was carefully reviewed to determine its accuracy. A response
which included all documents requested and a corrected Student Eli-
gibility Report (if necessary) was considered an acceptable response.
When an SER was received with all necessary corrections and accom-
panied by all documents requested, the Financial Aid "Officer and
student were both mailed a letter informing them to expect a cor-
rected and reprocessed Student Eligibility Report. The amount of
the student's award was then recalculated by the Financial Aid
Officer.according to the corrected report. When documents were re-
ceived which verified the information originally reported on the
SER, the Financial Aid Officer was informed to pay the student
the originally calculated award. When a case was satisfactorily
closed, the Basic Grant processor was instructed to process any
applications the student subsequently submitted.

If the student's response was inappropriéte or incorrect, an
additional letter was sent specifying the exact documents needed
and any corrections which should be made. The letter also indicated
if it was necessary to clarify any items. The letter consisted of
a general form letter accompanied by attachments indicating the
specific items needing attention. -If the student responded appro-
priately to this request, the Financial Aid Officer and applicant/
parent were informed of the satisfactory resolution of the case.

The validation procedures were designed to allow each indivi-
dual at least three opportunities to provide all information re-
quested, and to make any changes to SER data which were necessary.
Therefore, the stage at which a student/parent responded dictated
the subsequent action by the validation contractor. If students
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failed to respond after three contacts or responded incorrectly
after the final opportunity given to the student/parent, the stu-
dent's BEOG award was suspended (by means of notifying the Finan-
cial Aid Officer to continue to withhold payments).

All case actions during the validation process were recorded
and entered onto the BEOG Automated Receipt Control (BARC) system
which produced rosters weekly indicating which cases were due for
the next step in the validation process.

-’

The BARC system produced the tables from which this report is
derived. A complete description of the validation process is de-
scribed in Chapter 2 of the revised 1977-78 Comprehensive Valida-
tion Guide.
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Z2.3: APPROACH TO DATA ANALYSIS

The appropriate analytical techniques for the Institution
Referral Study were simple descriptive statistics such as univariate
and joint frequency distributions. Distributions were presented as
absolute and/or relative'frequencies depending on the purpose for
which data are presented. In addition, means and standard deviations
were developed for dependent variables that were interval in- nature
if these statistics were informative. Exhibit A presents an explan-
ation of the table format in which data are presented.

No inferential statistics were generated. It should also be
noted that because of the non-random sample selection process and
small sample size, population projections based upon study results
are not statistically justifiable. This does not, however negate
the value of study results for identifying areas of the Basic
Grant Program which could be modified to reduce potential program
abuse and to improve the manner in which the program is managed.

Variables investigated were those directly relevant to the
basic study objectives presented in the introduction to this re-
port. That is, only those variables providing information rela-
tive to 1) the degree of actual and potential program abuse; 2)
the characteristics of applicants likely to misreport data; and
3) procedures for screening and correcting erroneous applications
were developed in the tables which follow. These variables are as
follows.

Independent Variables

The first category of independent variables for analysis
comprised institution variables. It was felt that Basic Grant
application misreporting may vary as a function of the type of
institution an applicant attended. The two characteristics of
institutions addressed in this study are:

2.7
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EXIUBIT A

EXPLANATION OF TABULAR PRESENTATION OF STUDY FINDINGS:

TABLE CELL

PERCENTAGE OF CASES

DE,’ENDEMT VAR!A\BI.ES

i

|

1

woteen- | o
DENT -~
VARJABLES 09.

ADJUSTED GROSS INCOME ...

4 .

[
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[

l .
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VALID SER
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11.1
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1.1
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\
\
\
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PERCENT OF CELL
CASES WITHIN
COLUMN

PERCENT OF CELL

N CASES IN RELA-

TION TO GRAND
TOTAL (ALL
CELLS)




6°C

MM

INDEPEN-
DENT -
VARTABLES

-

-

-

-

EXHIBIT A .(continued)

EXPLANATION OF TABULAR PRESENTATION OF STUDY FINDINGS:
MEANS AND PERCENTAGE OF TRANSACTIONS

TOTAL MMBER OF TRANSACTIONS

1 — ~ PER CASE WITHIN THE CELL

IN CELL

,PERCENT OF CELL TRANSACTIONS
' WITMN ROW
/
) IPERCENT OF CELL TRANSACTIONS
I NITMIN COLUMN

/ ’mczm OF CELL TRANSACTIONS
¢ IN RELATION TO GRAND TOTAL
/.7 OF TRANSACTIONS (ALL CELLS)

’
MEAN NUMBER OF TRANSACTIONS

TABLE CELL DEPENDENT. VARIABLES
\
FREQUENCY OF TRANSACTIONS WITH snma:r/mm
\ BY REFERRAL REASON
--mle(m__ \\ I ‘ REFER.RAL m \
\ ADUSTED " "NON-
) GROSS . TAXES TAXABLE
\ TOTAL INCOME PAID INCOME
4
TOTAL « o ¢ ¢« o o o o o oo » [ 3018 1408 331 567 A A |
100.0 35.9 8.4 14.5 « « RV
100.0 100.0 100.0 100.0 Y
100.0 35.9 8.4 4.5 « . uW
. 4.2 4.2 4.8 3.8 « « oM
"INITIAL
- FOR DATA:




° institution size ‘
| enrollment of less than 1,000 students \ vi
enrollment between 1,000 and 5,000 '
enrollment over 5,000 students
° institution control {
public institutions
private institutions , K
private proprietary institutions - ’

E N T AR
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Another variable was the type of documentation used by finan-
cial aid officers to support allegations of SER discrepancies:

Siase

° supporting documentation
- Federal Tax Form
y

Educational Testing Service's Parent Confidential
Statement

American College Testing Program's Financial Nee
Statement '

Institution Need Analysis Form

State Tax Form

Affidavit of Nonsupport

State Scholarship Commission audit

Statement of Non-Taxable Income .-
Veteran's Educational Benefits Statement
Visa/Non-Citizenship Documertation
Transcript

Other Formal Documentation

Zero Income: No Documentation

Other: No Formal Documentation
Conversation with Student/Parent
Conversation with Institution/Third Party
Admission application

No Documentation (Formal or Informal)
Other: Not Elsewhere Classified

RS PR L

Q . 2.10




This variable is important because identification of those
sources of information most useful in determining valid SER errors
may improve future Basic Grant application verification at the insti-
tutional level.

In addition to these three variable categories, three variables
were selected which related to the personal and financial circum-

stances of the applicants:

° student's filing status

dependent students
independent students

° income level (annual income) 1

less than $1501

between $1501 and $4000
between $4001 and $7500
between $7501 and $10,000
between $10,001 and $12,000
between $12,001 and $15,000
greater than $15,000

° application year in which suspected error occurred

1976-77
1977-78
other

The final independent variable considered in the Institution
Referral Study is the mode of case resolution. This variable is
critical in that it describes the incidence of confirmed SER mis-
reporting, and is also useful in establishing the type of alleged
discrepancies amenable to validation through procedures utilized in

this study:

° resolution mode

student submitted valid SER correction (which
was processed)

student submitted valid documentation of SER data

2,11
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- resolved by Office of Education decision i
- unable to contact student/parent |

- total non-response .

- student failed to respond to additional request
- student submitted unacceptable response

- student did not use grant

- student submitted valid SER correction N <
(which was not yet processed) ' o : g

\
.
5
>

|

j

|
N
§

Dependent Variables

There are basically three dependent variables: addressed in the
Institution Referral Study. The first is the type of reported dis-
crepancy (i.e., reason for referral). Frequently reported dis-
crepancies were identical to actual errors (the second dependent . . "
variable), but this was not always true. Therefore, tables are
presented separately for each variable type. Categories include the -
following: '

° reported discrepancies
- errors in reported adjusted gross income
- errors in reported taxes paid .
- errors in reported non-taxable income !
- reported zero/low income
- errors in reported dependency status
- errors in reported assets/savings

- errors in reported citizenship or immigration
status | K

- errors in number of family members reportedly
attending postsecondary schools

- errors in reported household size

- inconsistency between household size and post-
high school enrollment -

- errors in reported Veteran's educational benefits
- errors in reported medical/dental expenses

- enrollment in postsecondary schools prior to
April, 1973

28




- unknown discrepancy
- errors in reported applicant identification
- errors not elsewhere classified
° actual discrepancies
- total adjusted gross income misreported
- taxes paid misreported
- dependency status misreported
- assets misreported - e
- citizenship/immigration status misreported
- non-taxable income misreported

- portions of adjusted gross income earned by
applicant/father and spouse/mother misreported

- number of family members enrolled in postsecondary
institutions misreported

- household size misreported

- Veteran's Educational Benefits misreported
- unusual expenses misreported

- applicant savings misreported

- postsecondary enrollment status prior to April,
1973 misreported

- other data elements misreported
- unknown errors
- 1Nno errors

The reason for the differences in variable categories between
reported and actual discrepancies is that reported discrepancy cate-
gories were developed on a priori assumptions about misreporting the
validation contractor was likely to encounter. Actual discrepancies,
however, were developed to 1) reflect actual reporting problems that
could give rise to specific policy recommendations and 2) to be com-
parable with discrepancy categories established for the Pre-estab-
lished Criteria Study (Chapter 3).

Finally, the extent to which corrections to SERs resulted in
changes to Student Eligibility Indices is the third major dependent
variable. Absolute SEI change is defined as the simple difference
between an applicant's final SEI and initial SEI, where a positive
value indicates an increase in the SEI as a result of validation
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which, in turn, represents a decreased award amount. Effective SEI
change is the difference between the initial and final SEI figures
that has an impact on award amount. To compute effective SEI
change, both values are maximized at 1200, the maximum SEI that in-
dicated eligibility for an award. For example, the difference be-
tween a final SEI of 1500 and initial SEI of 1000 represents an ab-
solute change of 500 points but an effective change of only 200
points. In some analyses, SEI change is treated as_an interval
variable; for selected other comparisons it is categorized as
follows:

° SEI change
- more than 600
- between 501 and 600
- between 401 and 500
- between 301 and 400
- between 201 and 300
- between 101 and 200
- between 1 and 100
- no change
- between -1 and -100
- between -101 and -200
- between -201 and -300
- between -301 and -400
- between -401 and -500
- between -501 and -600
- less than -600

30
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2.4: 'INSTITUTION REFERRAL STUDY RESULTS

This section presents the findings and results of the Institu-
tion Referral Study. The following text is divided into several
subsections, each of which describes a key area in the analysis of
study data, along with the student and institutional characteristics
associated with differential results (if any). The key topics are:
reported discrepancies (reasons for referral), mode of case, resolu-
tion, confirmed discrepancies, the impact of the validation process
on Student Eligibility Indices, the impact of the validation process
on changes to individual Student Eligibility Report entries, and
types of documentation used to support case Treferrals.

Reported Discrepancies

Validation procedures were initiated for a total of 925 cases
which were referred to the validation contractor for resolution of
potential errors during the 1977-78 academic year. The majority of
these referrals, 800, were made by institutions, and the other 125
cases were referred by the Office of Education. Of this group of
referred cases, 471 were successfully resolved by June 30, 1978, in
time for inclusion in this report.

Table 2.1 presents the suspected discrepancies (reasons for
referral) for the 925 referral cases, as well as the actual discrep-
ancies (confirmed errors) identified as a result of the validation
process. It should be noted that a case (student) may have been
referred for more than one reason, in which instance the case will
be counted in more than one row. In a similar manner, a case may
have contained more than one confirmed discrepancy.

Overall, adjusted gross income and dependency status discrep-
ancies represented over half of all referral reasons (36.4% and
21.6%, respectively, of the 925 referred cases contained a suspected
discrepancy in these areas). Non-taxable income and zero/low in-
come suspected errors also represented sizable numbers of referral"
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reasons (16.3% and 12.2%, respectively). These are "duplicated"
figures in that a case referred for a potential discrepancy may

also have had a suspected error in another area as well. It is

interesting to note that suspected adjusted gross income errors

accounted for the largest number of institutional referral cases
in 1976-77 as well (39.5%).

As Table 2.1 also indicates, almost half (49.1%) of the cases
were not yet resolved at the time of this report preparation.
Furthermore, for 194 of the 925 cases (21.0%), one or more actual
discrepancies were identified in the SER. The remaining 277 cases
were resolved for reasons that did not involve identification and/or
correction of an SER error (see following section for more detail on
closure reasons). In terms of discrepancies which were confirmed,
actual portions earned and adjusted gross income discrepancies
accounted for the largest proportion of the errors (they were
identified in 12.0% and 11.0%, respectively, of the 925 referred
cases) while taxes paid and non-taxable income errors also represented
a significant number of confirmed discrepancies (identified in
8.8% and 7.4%, respectively, of the 925 cases). In general, there
were fewer confirmed errors in each of the discrepancy categories
than there were suspected errors, but this may be due, at least in
part, to the large number of yet unresolved cases. Taxes paid, post
high enrollment, and household size actual discrepancies exceeded
suspected discrepancies by a small amount, however. Generally, one-
quarter or less of the cases that were referred for a given reason
were determined to contain a confirmed error in that area. The
exception to this trend is veteran's educational benefits; 40.7 per-
cent of the cases referred for suspected veteran's educational
benefits errors had a confirmed discrepancy in that area.

As Table 2.2 indicates, the majority of referred cases (69.7%)
consisted of students in public institutions, and almost all of
these cases were referred by the institutions themselves. Students
at private non-profit schools comprised 9.2 percent of the referrals
and proprietary school students comprised 9.1 percent. In terms of
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the distribution of referral reasons by institution control, the
proportions of cases within each school type referred for a given
reason are fairly constant across school types, with the following |
exceptions.” Referrals for suspected adjusted gross income errors \
accounted for a disproportionately high number of all institution -
referrals for public and private non-profit schools (43.6% and ! ;
36.6%, respectively, compared to less than 20% for proprietary and . *
unknown schools). Zero/low income referrals accounted for‘g dis-
proportionately high number of all referrals for proprietary

schools (63.0% compared to the overall figure of 13.5%). {

Regardless of control, students at large schoolsl/ accounted
for almost half (46.0%) of all referred cases, and students at \
moderately sized schoolsgf accounted for an additional 31.2 percent
of the referrals. The distribution of referral reasons within ' {
school size categories is similar across categories, except that "
large schools referred a disproportionately high number of cases
for suspected taxes paid errors (12.7% compared to an overall aver-
age of 8.4%), and schools of unknown size referred a disproportion- j

..-ately high number of cases for suspected citizenship errors (17.4%

- compared to an overall figure of 2.3%). ‘ N

giMode of Case Resolution )

R WA RN

[

As previously mentioned, 471 of the 925 referred cases (50.9%) [
- were resolved at the time this report was prepared. Each of the 471 -
.. resolutions was achieved in one of the following manners:

° submission of a valid correction to his/her Student
Eligibility Report (with completion of SER
reprocessing)
° submission of documentation reaffirming the
validity of application data
° resolution through a policy decision by the Office -

of Education staff

l/With enrollments of more than 5000 students.

E/With enrollments between 1001 and 5000 students. o

2.24
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° inability to contact the student or his/her parents
(mail returned "addressee unknown,'" or "moved, left
no forwarding address”)

total non-response to all communications
non-response to additional information requests

submission of unacceptable response to additional
information request

non-use of Basic Grant Award

Submission of a valid correction to his/her Student
Eligibility Report (although SER correctien not *
processed as of the time of report preparation)

Upon receipt of case referrals, the students' names and social
security numbers were forwarded to the application processing con-
tractor and their applications were placed on hold. Applicants were
not released from hold until their cases were resolved by a valid
SER correction, acceptable documentation or an OE policy decision.
Any future applications sent to the processing contractor for those
students who remain on hold will not be processed until potential
1977-78 SER discrepancies are resolved with the validation contractor.

The modes of resolution for all 925 referred cases are dis-
played in Table 2.3 by referral reason. Across all referral reasons,
valid SER corrections (processed and unprocessed) accounted for the

- largest number of resolutions (21.0%), followed by total non-
f%esponse (12.6%). These two closure modes accounted for the largest
jgroportion of case resolutions in the 1976-77 processing year as
'well (35.4% and 14.5% of all referred cases, respectively). While
‘the proportion of referred cases which were closed due to non-
ffésponse is constant over the two-year period, there was a decrease
of 15 percent in the proportion of resolved cases closed due to
valid SER corrections in 1977-78 as compared to 1976-77. The
following text table summarizes these across year éomparisons.

45
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Case Resolution Modes for 1977-78 and 1976-77

Total Valid Unable to

Cases SER Acceptable Non- 1/ Contact Case

Referred (Corrections Documcntation Response~ Student/Parent Other Unresolved
1977-78 925 194 47 165 30 1 454

(100.0%) (21.0%) (5.1%) (17.8%) (3.2%) (3.8%) (49.1%)
1976-77 876 210 S8 127 29 4 443

(100.0%) (35.4%) (6.6%) (14.5%) - (3.3%) (0.4%) (51.1%)

l/Im:lmiin: total non-response and non-response to additional requests.

In terms of variation in resolution modes among suspe;ted dis-
crepanc& types, Table 2.3 suggests that the highest rates of non-
response were associated with SER items that prior experience indi-
cated have a high likelihood of discrepancy. Whereas, overall, 12.6
percent of referred cases were closed for total non-response, 25.7
percent of the cases with suspected zero/low income errors and
17.4 percent of referrals with unknown discrepancies were closed
due to total non-response. The highest rates of closure due to
valid (and processed) SER corrections were generally associated with
suspected discrepaﬁcies for which appropriate documentation of actual
values readily exists. That is, while, overall, 11.1 percent of
referred cases were closed for valid (and processed) SER corrections,
cases referred due to suspected post high enrollment, veteran's
educational benefits, medical/dental expenses, and taxes paid error
were closed due to valid SER corrections at a higher than average
rate (38.1%, 33.3%, 21.1%, and 15.9%, respectively).-

Table 2.4 displays the mode of case resolution by students'
income levels and initial eligibility indices. It is interesting
to note that over half (51.0%) of the referred students initially
reported an income of $1500 or less. Across income levels, students
who submitted valid SER corrections had an average initial EI that
was higher than the average initial EI for all referred cases, and
students who were not able to be contacted had a lower than average
initial EI. The distribution of students' resolution modes within
each income category is fairly similar across income levels.

In terms of differences in modes of case resolution by initial
dependency status, the pattern of closure modes for combined
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institution/OE referral cases is similar for dependent and in- “]
dependent students with the following exceptions (see Table 2.5). '
A disproportionately higher number of dependent students' cases

were closed for valid SER corrections (processed and unprocessed - (
14.5% and 12.0%, respectively, compared to 8.9% and 7.8%, re- -
spectively, for independent students). Also, more independent i
student cases were as yet unresolved than dependent student cases L
(53.8% vs. 44.6%). | o

3
43
3
B

-t

According to Table 2.6, the size of the institution which the
student attended was unrelated to the mode of case resolution for {
cases referred by the institution, with the following exception:
within the group of students who attended proprietary schools, the
proportion of cases closed for total non-response increased as the
size of the school increased (19.0%, 33.3%, and 55.8% for small, - .
medium-sized, and large schools, respectively). There were also g
some notable differences between predominant closure modes for pro- .
prietary school students compared to public and private non-profit -
school students. Proportionately fewer proprietary students' cases
Were closed for valid SER corrections (8.6% vs. 22.3% and 25.6%, N
wespectlvely), proportionately more proprietary student cases were
'!uosed due to total non-response (42.0% vs. 10.0% and 3.7%, respec-
étlvely), and proportionately fewer proprietary cases were unresolved
"i27.2% vs. 50.7% and 53.7%, respectively).

“Confirmed Discrepancies

- The 1977-78 validation efforts initiated for all referred cases f
wresulted in the detection of confirmed SER errors for 194 students.
Some students had more than one SER error; for these 194 cases, a
total of 574 errors were documented. It should also be noted that
not all corrected SERs had been reprocessed by the application
processor at the time of this report preparation; therefore, while
194 cases were determined to contain SER errors, the corrected SERs
had been reprocessed in 103 instances. Consequently, subsequent
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analyses that examine studént eligibility index (SEI) change as a

result of validation are based on the group of 103 students whose

cases were closed for valid SER corrections and whose SERs were

reprocessed (i.e., a final SEI had been computed). Within this

group of 103 cases, a total of 297 separate SER errors were confirmed.
Table 2.7 presents the distribution of actual SER discrepancies

by dependency status and relevant application year.l/ Percentages

referenced in the following discussion are based on the group of

194 cases with confirmed errors. Examination of the total column

reveals that, across dependency status and application year, adjusted

gross income and portions earned errors were each confirmed in over

half of the cases resolved for SER corrections (52.6% and 57.2%,

respectively).Z/ Taxes paid and non-taxable income errors also

were confirmed in a significant number of cases (41.8% and 34.5%,

respectively). These same SER entries accounted for the bulk of

the confirmed discrepancies in the 1976-77 application period as

well. Specifically, for 1976-77, adjusted gross income, non-

taxable income, and taxes paid errors were confirmed in 44.2, 29.7,

and 20.6 percent of the 310 confirmed discrepancy cases, respectively.

These comparisons are summarized in the following text table.

Prevalent Actual SER Discrepancies for 1977-78 and_1976-77
ggt;lcCaz:s q Adjusted Non-
th Confirme Gross Taxes Taxable Portions Dependency Household
. Discrepancies Income Paid Income Barned}é St:tus Y Size
1 1977-78 194 102 81 67 111 31 49
(100.0%) (52.6%) (41.8%) (34.5%) (57.28) (16.0%) (25.3%)
11976-77 310 137 64 92 - 14 13
. (100.0%) (44.2%) (20.6%) (29.7%) (4.5%) (4.2%)

-

Q‘AINot differentiated from total adjusted gross income errors in the 1976-77 study.

l/The application year refers to the year in which the error
occurred. All referrals reported in this section were received
and resolved during the 1977-78 contract period.

Z/A case may contain more than one error and therefore may be
counted in more than one row in Table 2.7.
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These comparisons also indicate that, on the average, more
errors were confirmed for each referred student whose case was ;§
closed for valid SER corrections in 1977-78 than in 1976-77.%/

Returning to Table 2.7, the pattern of confirmed discrepancy
types is similar across the application year in which the error .
occurred, except that proportionately more students who were referred
for 1977-78 errors had confirmed portions earned errors than did
students referred for prior year errors (75.3% vs. 44.2%, respect- | j;
ively). In addition, there were a few notable differences in the L
predominant types of confirmed errors between independent and depen- T
dent students. Proportionately more independent students had con-
firmed errors in each of the following areas: dependency status for
1977-78 cases (48.6% vs. 0%), non-taxable income for 1976-77 cases
(42.9% vs. 25.0%), post-high enrollment for 1976-77 and 1977-78 cases
(34.3% vs. 13.3% and 20.0% vs. 11.1%, respectively), and household
size for 1976-77 and 1977-78 cases (48.6% vs. 6.7 % and 45.7% vs.
20.4%, respectively). Furthermore, taking into account all sources
of confirmed discrepancies, independent students had more confirmed
errors per case on the average than dependent students (3.68 errors
vs. 2.50 errors). This trend is a reversal from the 1976-77 valida-
i%on period, during which independent students accounted for a
@isproportionately small number of confirmed errors.

i@vact of Validation Process on Student Eligibility Indices

i Previous sections of this chapter have focused on reasons for
,ihstitution referrals, actual discrepancies evidenced in referred
G4ses, and the prevalent modes of case resolution. Once SER errors
ﬁwere confirmed, however, the validation contractor required students
to correct their SERs. As these corrections were processed, changes
usually occurred in students' Student Eligibility Indices (SEls),

which, in turn, usually resulted in reduced Basic Grant awards.Z/

1/ While each case closed for valid SER corrections contained an
average of 2.9 errors in 1977-78, the figure for the earlier

period is 1.6 errors.
2/ An increased SEI is associated with a decreased award, all other
factors nheld constant.
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Student Eligibility Report corrections can therefore be viewed as
the major goal of the validation effort, for these corrections typi-
cally result in direct monetary savings to the Basic Grant program.

Student Eligibility Report corrections were obtained from 194
cases, but only 103 corrected SERs had been processed in time for
analysis for this report. 7ne following section, then, is based on
the 103 corrected and re-processed cases. SER corrections usually
resulted in increased SEIs, which represent lowered award amounts.
The reader should keep in mind that, throughout this report, SEI
change is referred to in two manners - absolute and effective change.
Absolute changé refers to differences in SEIs as measured by the
simple difference of the initial SEI subtracted from the new SEI.
Effective change figures refer to differences between SEIs insofar
as these changes would have an impact on the amount of an applicant's
Basic Grant award. Because an applicant is ineligible for a Basic .
Grant if his/her SEI is over 1,200 points, the so-called "effective"
SEI changes 1limit the maximum value of an SEI to 1,200 before com-
puting difference between the new and initial SEI results. The
results of this procedure allow a better interpretation of the
monetary savings which actually accrued to the Basic Grant program
as a result of the validation effort. _For example, an SEI change
from 900 to 1500 reflects an absolute change of 600 points (1500-
900), but only the 300 point effective change has any monetary con-
sequences (1200-900).

Keeping this definition in mind, the average absolute SEI
change for reprocessed cases during the 1977-78 validation effort
was 1546.7 points, while the average effective change was 348.4
points (an average decrease in award amount). These changes are
larger than changes which resulted from the 1976-77 validation pro-
cess: 1in 1976-77, the average and effective SEI changes which
resulted from a total of 226 corrected and reprocessed SERs were
491.1 and 317.6 points, respectively.
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Table 2.8 examines the magnitude of SEI change by referral
reasons. Cases referred for suspected dependency status, taxes
paid, and adjusted gross income errors resulted in the largest
absolute SEI increases (916.4, 814.7, and 778.1 points, respectively).
These same suspected errors were associated with substantial effec-
tive SEI changes as well (between 425 and 470 points), although
citizenship, medical/dental expenses, and household size/post high
enrollment’ suspected error cases were all associated with effective
SEl increases of over 500 points. However, so few cases were re-
ferred for these latter reasons that the finding cannot be general-
ized - that is, suspected errors in these areas may not be indicative
of large effective SEI changes.

In terms of the magnitude of SEI changes resulting from con-
firmed discrepancies, Table 2.9 indicates that cases involving
corrections to portions earnedl/ and taxes paid fields had the
largest effective SEI increases (517.5 and 498.9, respectively).
Cases involving post-high enrollment, unusual expenses, adjusted
gross income, and dependency status SER corrections also were
associated with substantial average effective SEI increases (478.7,
470.6, 460.6, and 453.4 points, respectively). It should be
remembered that one case may have involved corrections to more than
one SER field; therefore, the SEI change that resulted from correc-
tions to only one field at a time cannot be isolated. The effective

.. SEI increases for all of these predominant categories exceeded the
‘increases associated with these same confirmed errors in the pre-

.~vious validation period (1976-77).

-

§

SRLr

- Table 2.10 examines the relationship between the size of the
. institution which the student attended and the magnitude of SEI
iwlchange which resulted from SER corrections. Using effective SEI

.

o l-/Student:s may erroneously report portions earned data and yet
correctly report total adjusted gross income. This may be due to
the fact that total adjusted gross income is reported to the
Internal Revenue Service on the Federal tax report, but the
portions of that amount earned by father/applicant and mother/
spouse are not reported on that same form. The applicant has to

- reference his/her W-2 form(s) to determine accurate portions
earned data.
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change as the indicator of magnitude, the largest effective SEI
increases were associated with small schools (538.4), while the
"smallest effective SEI increases were associated with large schools

Impact of Validation Process on Changes to Student Eligibility
Report Entries '7

The previous two sections explored the prevalent types of con-
firmed errors and the overall impact of the validation process on
Student Eligibility Index (SEI) changes. To more fully describe the
impact of validation activities, this section will examine the mag- 7
nitude of change to individual data entries as a result of SER cor- ;
rections and the SEI changes associated with change in each data .-
entry. ' .

Table 2.11 presents the average change to discrepant data items
by income levels. It should be noted that only the major SER items |
are included in this table and if a case did not include corrections -
to one of the displayed fields, it is not counted in the table. N
Therefore, only 166 students are included in the table as oppo;ed
to the 194 cases closed for valid SER corrections. Furthermore,
each student may have corrected more than one SER field. Across
income levels, several major changes were evidenced. The average
dependency status change was -0.9, which indicates that almost all
of the 29 students who made such corrections changed from independent
to dependent. Household size increased, on the average, more than
one person (1.2) for the 48 students who corrected that field. All
monetary fields corrected were associated with large positive changes,
which indicate that the corrected fields were considerably higher
than the originally reported figures. Non-taxable income, adjusted ;
gross income, and téxes paid demonstrated increases of an average
of $2,028.50, $8,163.20, and $635.40, respectively. The only clear
trend that is evidenced between item changes and income level is
that, as applicants' incomes increase, the magnitude of their
adjusted gross income changes decrease. That is, lower income
applicants tended to make larger adjusted gross income errors than
higher income applicants.

L
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Table 2.12 is based on the group of students whose SER correc-
tions had been reprocessed and who made changes to items included
in the table. There was little variation in initial SEIs by dis-
crepant data item. Final SEIs varied widely, however. The largest i
final SEIs (and, therefore, largest absolute SEI increases, given
the similar SEIs) were associated with changes to taxes paid and
adjusted gross income entries (1243.7 and 1134.3, respectively).

Changes to post-high enrollment and dependency status were also -
associated with high final SEIs (1027.7 and 978.1, respectively).

Documentation Used to Suvport Case Referrals

The types of documentation that financial aid officers used to
support allegations of SER discrepancies were of particular interest
to the Office of Education, since institutions were encouraged to
report all cases which they suspected of including error. Financial
aid officers did not always have to accompany a referred case with
documentation which existed in the student's file, but could refer
a case if the school had reason to believe that the information
reported by the student was questionable. This section is based on
the 800 institution referral cases.

Table 2.13 presents the distribution of supporting documentation
by institution size. The total column indicates that, regardless of
school size, the American College Testing Program's Financial Need
Statementl/ and federal income tax forms were the most predominantly
used forms of supporting documentation (used for 21.1% and 19.5% of
the case referrals, respectively). The Educational Testing Service's
Parents Confidential Statement supported suspected errors for 14.3
percent of the cases, while conversations with students or parents
were cited as documentation for 9.4 percent of the referrals. In
12.1 percent of the cases, no documentation accompanied the referral. ,

1/ ] .
= For the upcoming 1978-79 referral study, it is anticipated that
the ACT form will be available for comparative purposes less

frequently due to the introduction of multiple data entry.
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For the most part, one type of documentation accompanied a referral:
a total of 853 sources of documentation were used to support suspected

errors within the 800 cases. .

There are a few changes in the most widely used formal documenta-
tion sources between this year's and last year's efforts. In 1976-77,
the ACT and ETS forms accompanied the largest number of referrals
(17.8 and 13.8%, respectively), followed by a transcriptl/ and
federal tax form (11.3% and 9.8%, respectively).

-t

Returning to Table 2.13, there are a few differences in patterns
of documentation by size of the referring institutions. Most notably,
medium-sized schools relied on federal tax returns more so than did
other schools, and large schools utilized the ACT statement at a pro-
portionately higher rate than did the other types of schools. Not
surprisingly, small schools relied on conversations with students
or parents and no documentation to a greater extent than other schools
did, perhaps due to more limited resources for identifying formal

sources of erroy.

Table 2.14 reveals some marked differences in patterns of sup-
porting documentation used by proprietary institutions when compared
to other types of schools. Proprietary schools supported their re-
ferrals with proportionately fewer federal income tax forms (2.5% vs.
an overall figure of 19.5%); with proportionately fewer ETS and ACT
forms (1.2% vs. 14.3% and 3.7% vs. 21.1%, respectively); and with
proportionately more other types of documents not otherwise classi-
fiedl (56.8% vs. 8.1%). The other major difference in documentation
by school type is that 97.0 percent of cases supported by the ACT
form were referred by public institutions, while public institutions
accounted for 77.4 percent of the referrals.

l-/A transcript was used to document suspected errors of prior year
enrollment which no longer is defined as an ineligible condition
for receipt of a Basic Grant. Therefore, this error does not
pertain to the 1977-78 validation study.

3/E.g., marriage certificates.

2,59
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This higher rate at which proprietary schools supported referrals
with informal documentation suggests that formal documents are less
easy for these schools to access. This trend is similar to the one
evidenced in the previous year's validation study in which proprie-
tary schools accounted for a disproportionately large number of
referrals based on informal documentation sources. Last year's study
also indicated that public schools used the ACT form more frequently
than schools under other types of control, so this trend is'constant
across the two-year period as well.

2.5: CHAPTER SUMMARY

The Institution/OE Referral Study was undertaken for purposes
of validating cases with suspected Student Eligibility Report (SER)
errors which were reported by participating BEOG institutions, the
Office of Education, or other Basic Grant contractors. Validation
procedures were initiated for 925 referred cases, of which 471 were
resolved at the time that statistics for this report were compiled’
(June 30, 1978). Analysis of data pertaining to this set of 925
referred cases resulted in the following findings:

° Participating BEOG institutions referred a total
of 800 cases; the remaining 125 cases were referred
by the Office of Education.

° A large portion of the cases were referred because
of suspected discrepancies in adjusted gross income
and/or dependency status (36.4% and 21.6%, respective-
1y). It should be noted that a case may have been
referred because of more than one suspected discrepancy.
Other predominant suspected discrepancies pertained
to non-taxable income and/or zero/low income entries
(16.3% and 12.2%, respectively).

° Not all suspected discrepancies were confirmed as a
result of the validation process. The most prevalent
confirmed discrepancies within the 925 referred cases
were: portions of adjusted gross income earned, ~
total adjusted gross income, taxes paid, and non-
taxable income (12.0%, 11.0%, 8.8%, and 7.4%, res-
pectively). In general, one-quarter or less of the
cases that were referred for a given reason were
determined to have a confirmed discrepancy in that
area. This is due, at least in part, to the large
number of cases which were unresolved (49.1%); the
existence of actual discrepancies in these cases had
not vet been determined.
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Most of the referred students attended public insti-
tutions (69.7%). Private and proprietary school stu-
dents accounted for 9.2 and 9.1 percent, respectively,
of the referrals. The only relationship between
school control and referral reason is that proprietary
school students accounted for a disproportionately low
number of suspected adjusted gross income errors (less
than 20%) and a disproportionately high number of
zero/low income suspected errors (63.0%). ..

Slightly more than half (50.9%) of the referred
cases had been successfully resolved as of June 30,
1978. Follow-up activities will continue for the
remaining unresolved cases during the 1973-79 vali-
dation year. Approximately one-quarter of all re-
ferred cases were closed due to valid SER correc-
tions (21.0%). Non-respondents comprised 17.8 per-
cent of the referred cases. Very few referred cases
(5.1%) were able to acceptably document their original
SER data. This resolution mode pattern is similar
for the 1976-77 validation period, as well.

Proportionately fewer proprietary school students'
cases were closed for valid SER corrections (8.6%

vs. an overall figure of 21.0%) and proportionately
more were closed due to total non-response (42.0% vs.
an overall figure of 12.6%). However, proportionately
fewer proprietary students' cases were unresolved
(27.2% vs. an overall figure of 49.1%).

Confirmed SER errors were identified in 194 of the
925 referred cases (21.0%); for these 194 cases, an
average of 2.9 errors were confirmed per case.

Within the group of 194 cases with confirmed errors,
adjusted gross income and portions earned fields
accounted for the largest number of errors (identified
in 52.6% and 57.7% of the cases, respectively), fol-
lowed by taxes paid and non-taxable income errors
(41.8% and 34.5%, respectively). This trend was also
evidenced in the 1976-77 validation study.

. Independent students, on the average, had more con-
firmed errors per case than dependent students (3.68
and 2.50 errors, respectively).
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Although 194 cases were closed due to valid SER cor-
rections, not all corrections were reprocessed by the
time this report was prepared. Corrected SERs were
reprocessed for 103 of the 194 cases. Within these

103 cases, the average absolute and effective SEI
changes that resulted from corrected SERs were in-
creases of 1546.7 points and 348.4 points, respectively,
which represent an average decrease in award amounts.
These changes are larger than the changes which resulted
from the 1976-77 study. The largest effective SEI
changes were obtained for cases referred for suspected
dependency status, taxes paid, and adjusted gross
income errors (between 425 and 470 points). In terms
of confirmed discrepancies, cases with actual portions
earned and taxes paid errors had the largest effective
SEI increases (517.5 and 498.9, respectively).

Within the group of 194 valid SER corrections, the
average magnitude of corrections to individual SER
fields was high. On the average, persons who cor-
rected their household size field increased the
figure by 1.2 persons, and corrections to dependency
status averaged -0.9 (a predominant change from inde-
pendent to dependent). Monetary fields increased con-
siderably: persons who corrected non-taxable income,
adjusted gross income, and taxes paid fields effected
changes of approximately $2028, $8163, and $635 on
the average, respectively.

For 87.9 percent of the cases referred by institutions
the referring financial aid officer accompanied the
referral with some type of document to support the
suspected error. The most frequently-used sources of
documentation were the American College Testing Pro-
gram's Financial Need Statement and Federal income

tax forms (which accompanied 21.1% and 19.5% of the
institution referrals, respectively). The Educational
Testing Service's Parents Confidential Statement and
conversations with students/parents also were fre-
quently cited as documentation of suspected errors
(14.3% and 9.4%, respectively).

J1
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INDIVIDUAL VALIDATION FINDINGS: -
PRE-ESTABLISHED CRITERIA STUDY

3.1: STUDY OVERVIEW

The Pre-established Criteria Study, which consists of an exam-
ination and validation of the information reported on Basic Grant
applications by a sample of applicants meeting selected criteria was
conducted again during the 1977-78 school year. While the Pre-
established Criteria Study, like the Institution Referral Study,
examined the characteristics and incidence of program abuse, the
two studies differed in several ways. In the Pre-established Crite-
ria Study more than 9,0b0 cases were chosen for examination and
validation, while only 800 cases were followed-up in the Institution
Referral effort. More importantly, the cases were chosen randomly
from a group of applications which contained a high proportion of
questionable data. Thus, with a larger group of cases and the
probability of a wider range of errors more generalizable results
could be obtained.

The 1977-78 Pre-established Criteria Study was comparable to
the ones conducted in previous years in that the sampled applications
were selected from the Basic Grant applicant universe because they
were expected to contain erroneous data. These data were categorized
into specific criteria and a random sample of cases meeting these
criteria were selected for study. The specific criteria which were
used in this study and the methods by which this study was conducted
are described in the following section.

3.1
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3.2: VALIDATION METHODOLOGY

Selection of Pre-established Criteria

In the 1977-78 Pre-established Criteria Study 9,126 cases were
selected for examination and validation. The validation contractor
developed the criteria which were used to select 8,006 cases. These
criteria were essentially the same as those used in the 1876-77
study; however the mode of selection differed. In the 1976-77 study,
all applicants meeting one or more criteria had an equal chance for
selection; in the 1977-78 study, the applicants with the most extreme
data and/or those meeting multiple criteria had the highest probabil-
ity of selection. Cases meeting one or more of the following cri-
teria were selected for validation:

° adjusted gross income was inconsistent with taxes

paid, i.e., reported taxes paid exceeded calculated
taxes paid by more than twenty percent.

° corrections to SER data resulted in an eligibility
index change of 500 or more points.

° adjusted gross income was assumed but no corrections
were made to AGI. ' :

° household size exceeded the number of exemptions
claimed. .

° number of household members attending postsecondary

institutions was four or more.

The remaining 1,120 cases were selected using criteria developed
by the processing contractor. These criteria were based on the con-
tractor's experience in dealing with the types of errors made on
Student Eligibility Reports and the incidence of them. The criteria
were:

eligible applicants with more than five applications.

applicants who changed their status from an ineli-
gible dependent to an eligible independent.

° dependent applicants with a household size of five
or more who verified an income of zero




° independent applicants who verified an income of
zero meeting the following three conditions:

.. no Veteran's benefits
.. household size of three or more:
.. only one person in postsecondary education

° dependents who verified a negative income with
no real estate, investments, farm or business
assets,

All students meeting one or more of these criteria had an equal
probability for selection,

Sampling Procedures

After determination of the applicants meeting the selection
criteria, a numerical weight was assigned to each applicant. The
weights were incremented by the number of criteria met and the de-
gree of extremeness of the applicant relative to other applicants
meeting the same criterion. This resulted in increasing the
probability of selecting applications most likely to contain erron-
eous information. Applications were drawn from the universe of all
applicants meeting the criteria by using a skip interval appropriate
for the sample size., In total, 9,126 applications were selected
and subjected to validation. The distribution of applicants selected
for the Pre-established Criteria Study according to the individual
criterion or combination of criteria by which they were selected is
shown in Exhibit B, ’

Validation Procedures

The 1677-78 Pre-established Criteria Study was divided into
five phases. The first four phases were selected according to cri-
teria developed by the validation contractor and the fifth phase
was selected according to criteria developed by the processing con-
tractor. The first mailing, which consisted of a letter and a
response worksheet, was conducted on August 25, 1977, the second on
September 19, 1977, the third on October 28, 1977, the fourth on
November 14, 1977 and the fifth on January 3, 1978. This initial
letter requested applicants (independent students) or their parents
(dependent students) to provide the following documentation:

3.3
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EXHIBIT B

DISTRIBUTION OF APPLICANTS SELECTED IN PRE-ESTABLISHED
CRITERIA STUDY WITHIN SAMPLING CRITERIA

Number of Applicants
Criterion Selected

Total 8006
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° a notarized copy of the applicant's (or applicant's
parents’) 1976 Federal Income Tax Form 1040 or

1040A;

° a copy of the applicant's (or applicant's parents')
1976 W-2 Wage and Tax Statement(s);

° notarized statements indicating the number of persons

in the applicant's (or applicant's parents') house-
hold at the time of the applicant's first 1977-78
Basic Grant Application, and the number who planned
to attend post-high educational institutions during
the 1977-78 school year; and

° statement (s) of 1976 non-taxable income received
by each household member from each agency which
provided these benefits
A response worksheet, which further explained the type of docu-
mentation requested and aided the applicant in comparing specific
items on the document with the information on the applicant's
Student Eligibilty Report, was included with each letter.

The study was divided into five phases of 3,994, 997, 2007,
1,008 and 1,120 cases respectively. Inital letter mailings for
each phase were conducted at approximately four-week intervals,
This was scheduled in this manner so that the number of incoming
responses would remain at a manageable level and could be evaluated
and processed in an expedient manner. '

Those applicants not responding to the initial letter after
thirty days received a first follow-up letter and a definition sheet
providing information concerning the key SER items being validated.
This letter was basically the same as the initial letter but not
quite as detailed. Those applicants who still did not respond to
the first follow-up letter after thirty days received by certified
mail a second and final follow-up letter (and response worksheet)
which reminded the applicants (or their parents) of the two pre-
vious letters, again listed the information to be provided and
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stated a warning that if a response was not received by the valida-
tion contractor within thirty days the applicants' awards would be
suspended. Finally, if still no response was received a letter was
sent to the applicant infogming him or her that the 1977-78 award
was suspended. In addition, a letter was sent to the financial aid
office at the school the student was attending detailing all pre-
vious actions taken by the validation contractor and stating that no
further Basic Grant funds should be disbursed until a complete and
accurate response to the validation request was provided bi'the
student.

All responses received before suspension of a student's award
were thoroughly evaluated. The procedures used for validating the
responses were essentially the same as those used for the 1976-77
study. These procedures proved to be effective in responding to
the various types of responses received. Applicants (or their par-
ents) who supplied incomplete or incorrect responses were sent
additional request letters which listed the specific documents
which they still needed to supply and/or the corrections that needed
to be made to the information reported on the Student Eligibility
Report. Applicants (or their parents) were given thirty days to

~respond to this letter. If no response was received, the applicant's
award was suspended and the "award suspension" letters mentioned
previously were sent both to the student and to the financial aid
officer at the school the student attended. In this year's study

it was found that many applicants (or their parents) did not keep
copies of their 1976 Federal Income Tax forms and were only able to
provide copies of their 1976 W-2 Wage and Tax Statements. Since the
tax form was needed to verify the amount of Federal Income Taxes
paid, a new additional request letter which requested the number of
exemptions taken on the 1976 tax form was developed. With this
number the amount of taxes which the applicant (or the applicant's
parents) would have been required to pay could be calculated.
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If the applicant or his/her parents responded with the required
documents and if these documents verified that the information
originally reported on the Student Eligibility Report was correct,
then a letter acknowledging this fact was sent to the applicant (or
applicant's parents) and the validation cycle was completed. If the
information on the Student Eligibility Report did not agree with the
corresponding information on the documents and the applicant made
the appropriate corrections to the Report, the Report was forwarded
to the processing contractor for reprocessing. The new corrected
Report was then sent to the applicant and the validation contractor
sent letters to the applicant or his/her parents and to the appli-
cant's financial aid officer acknowledging the acceptance of the
corrected Report. The applicant was told to take the new corrected
Report to his/her Financial Aid Officer and the latter was told to
expect the new Report and was instructed to adjust the student's
award, if necessary.

As previously stated, follow-up letters were sent to applicants
at thirty-day intervals. Therefore, if an applicant responded after
the second follow-up letter and then received an additional réquest
letter, he/she could conceivably have 120 days to respond satis-
factorily before being suspended. However, a person responding to
the initial letter and then receiving an additional request letter
would have only sixty days before possible suspension. In an effort
to insure that all applicants would be treated equitably, the Basic
Grant Program Division of Certification and Program Review requested
that processing procedures be modified to include two-.additional
follow-up letters. The first letter was sent to those persons who
responded unsatisfactorily to the initial letter and the additional
request letter. This letter was essentially a second additional re-
quest letter. The second letter was sent to those persons who
responded to the initial letter, received an additional request
letter and did not respond to it.

3.7
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3.3: APPROCACH TO DATA ANALYSIS

Like the Institution Referral Study, analysis of Pre-established
Criteria Study data was conducted through the use of simple descrip-
tive statistics such as univariate and joint frequency distributionms.
Depending on the purpose for which the data are presented, distribu-
tions were developed to indicate absolute and/or relative frequencies.
Because more data were available for analysis for the Pre-established
Criteria Study than for the Institution Referral Study, greater ana-
lytical use was made of measures of central tendency in thé present
chapter. However, as in the previous chapter, no use was made of
inferential statistics.

Variables considered in the Pre-established Criteria Study were
those directly relevant to the basic study objectives presented in
the Introduction to this report. Variables were considered which
provided information relative to: 1) the degree of actual and
potential program abuse; 2) the characteristics of applicants
likely to misreport data and 3) procedures for screening and cor-
recting erroneous applications.

Independent Variables

The main independent variables were the criteria by which
applicants were selected. Five main criteria were selected for the
Pre-established Criteria Study from which thirty different combina-
tions were derived. The five main criteria are described in

Section 3.2.

The combinations of these five criteria, as previously shown
in Exhibit B, were arranged so that the complete spectrum of error
types within the criteria would be covered.

In addition to these sampling criteria, personal characteristics
of applicants comprised a set of independent variables: dependency
status, income level, and year in school. Categories for the first
two variables are identical to the ones used in the Institution Re-
ferral study. Year in school was defined as follows:

(¥1]
.
o
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student's year in school
- first year

- second year

- third year

- fourth year

- other/unknown

As in the Institution Referral Study, the size and control of the
institutions in which the applicants were enrolled were used as inde-
pendent variables. ) )

Dependent Variables

The Pre-established Criteria Study examined several dependent
variables, all of which were also used in the Institution Referral
study. The first variable consisted of actual confirmed SER dis-
crepancies, which includes categories that are identical to those
considered in the Institution Referral Study. The incidence of
actual discrepancies identified through this variable was considered

important in identifying aspects of the Basic Grant application
which are unclear to many applicants.

The mode of case resolution is another dependent variable con-
sidered in this study. This variable is important in that the in-
formation provided should indicate the effectiveness of the criteria
which can then be assessed for future validation efforts. Finally,
changes in Student Eligibility Indices and key SER data fields were
also considered as critical dependent variables for analysis.

3.4: PRE-ESTABLISHED CRITERIA STUDY RESULTS: CASE STATISTICS

The following text is divided into five sections, each describ-
ing a key area in the analysis of data pertaining to the Pre-
established Criteria Study. Section 3.4.1 examines the mode of case
resolution. The distribution of confirmed SER errors is explored
in Section 3.4.2. Section 3.4.3 assesses the impact of changes made
to SERs on Student Eligibility Indices, while Section 3.4.4 examines




the impact of corrections to individual SER data fields. Finally,
Section 3.4.5 examines the relationship of the criteria according to
which students were selected by the previously-mentioned types of
study results. Findings for the 1,120 cases selected according to
the ACT criteria are presented in Section 3.6.

3.4.1: Mode of Case Resolution

Validation efforts were undertaken for a total of 8,006 appli-
cants whose SERs contained one or more data items which, on-the
basis of previous studies, had a high probability of being in error.
Of these 8,006 selected cases, 7,743 were resolved at the time this
report was prepared. The remaining 263 cases are in various follow-
up stages of processing.

Resolution for each Pre-Established Criteria case was estab-

lished in one of several manners, which parallel the resolution
modes for Institution Referral cases. The appropriate resolution

modes are:

° submission of a valid correction to his/her Student
Eligibility Report (with completion of SER reprocess-
ing) '

° submission of documentation reaffirming the
validity of application data

o resolution through a policy decision by the Office
of Education staff

° inability to contact the student or his/her parents
(mail returned "addressee unknown,' or '"moved,
left no forwarding address')

° total non-response to all communications

° non-response to additioml information requests

° submission of unacceptable response to additional
information request '

° non-use of Basic Grant Award

° submission of a valid correction to his/her Student

Eligibility Report (although SER correction not
processed as of the time of report preparation)

) non-use of Basic Grant Award

° submission of a valid correction to his/her Student
Eligibility Report (although SER correction not
processed as of the time of report preparation)
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- successful for purposes of identifying error-prone cases.

*. for 1977-78 cases as compared to 1976-77 cases, as presented in the

As with Institution Referral cases, cases were placed "on hold" with

the application processor upon selection for study. Upon satis-
faciviy c¢losure (SER corrections, valid documentation, OE policy
resolution) the cases were released from hold. If any future
Basic Grant applications are received from the non-respondents,
the student will be instructed to contact the validation processor
to resolve prior discrepancies before his/her application will be |
processed. '

-t

Table 3.1 presents the distribution of resolution modes for in-
dependent and dependent students. Examination of the total column
indicates that, overall, almost half of the 8,006 selected cases
(44.3%) were closed due fo valid corrections (which had been pro-
cessed). An additional 3.3 percent of the cases were closed for
valid SER corrections, although the SERs had not yet been processed,
bringing the total proportion of closures due to valid corrections
to 47.6 percent. Over one-third of the selected cases (36.2%) were
closed due to non-response--either total non-response or non-response
to additional requests (19.2% and 17.0%, respectively). It is
~.equally interesting to note that very few cases were as yet unresolved
- (3.3%), and very few cases were closed for acceptable documentation
'(4.8%). That is, few students who were selected according to these
}ﬁ?criteria were determined to have error-free SERs; this finding sug-
'ifgests that the currently-used Pre-Established Criteria are fairly

There are some marked differences between the closure patterns

following text table. Almost half of last.year's cases were

Mode of Case Closure I
Acceptable Lorrected Non-

Total Cases Documentation SERs" Response Unresolved Other

1977-78 8006 381 3783 2896 263 683
(100.0%) (4.8%) (47.3%) (36.2%) (3.3%) (8.5%)

1976-77 6005 331 1215 1285 2729 395
(100.0%) (6.3%) (20.2%) (21.4%) (45.4%) (6.6%)
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unresolved at the time of the 1976-77 report preparation, compared
to an unresolved figure of 3.3 percent for this year's study. Where-
as the non-response rate was higher in 1977-78 than 1976-77, the
rate at which SERs were corrected were also much higher. It
appears that significant improvements have been made to the 1977-78
validation process and/or the Pre-established Criteria. In parti-
cular, whereas a student was closed for non-response if he/she did
not provide an acceptable response after three transactions in
1976-77, the 1977-78 cases were given more opportunities to correct
erroneous SERs. This procedural difference alone may account for
the higher proportion of SER corrections in 1977-78. The increase
in non-response should not be considered to indicate a failure in
the 1977-78 procedures as compared to the 1976-77 study, since most
of the high number of 1976-77 unresolved cases were eventually
closed due to non-response.

To return to Table 3.1, some differences are evidenced in pat-
terns of case resolution by dependency status. Porportionately
more dependent students' cases than independent students' were
closed for valid SER corrections (46.4% vs. 34.3%), and propor-
tionately fewer dependent students' cases were closed due to total

- non-response (18.4% vs. 22.8%). This finding is consistent with

. differences between dependent and independent students evidenced

» during the 1976-77 study: over the two-year period, independent

| students were less likely to submit corrected SERs and more likely

. to be non-respondents than dependent students. These findings may

R be explained by the relative difficulty the validation contractor

.. has consistently experienced in contacting independent students
and the fact that no secondary sources of data are readily available
for this group of applicants (as compared to infeirmation from
parents which is often accessed for dependent students).

In terms of patterns of resolution modes within income groups,
Table 3.2 indicates that a linear relationship exists between income
level and proportion of cases resolved for a given reason within
three resolution reasons. That is, as students' income levels
increase, they are more likely to submit valid (and processed) SER

3.13
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corrections, less likely to submit an unacceptable response, and
less likely to have their case unresolved. Only one of these three
findings was evidenced for 1976-77 cases as well: in the 1976-77
study, it was also determined that higher income students were more
likely to submit valid SER corrections.

There were few associations between applicants' year in school
and resolution modes (see Table 3.3). Underclassmen (first and
second year students) were less likely to submit valid SER.correc-
tions than upperclass students for both dependent and independent
students. That is, for first, second, third, and fourth year de-
pendent students, 43.0, 49.1, 53.5, and 53.3 percent of the cases,
respectively, were closed for valid SER corrections. The same
figures for independent students are 29.2, 538.6, 42.3, and 32.5
percent, respectively. This same association was apparent within

the 1976-77 Pre-established Criteria cases as well.

?3 Based on the previously discussed associations between applicant
ncharacterlstlcs and resolution mode, the following profiles may be
establlshed for the type of student whose case is most likely to be
Aclosed for the following two critical reasons: SER correction and
ﬁgon response. These profiles are presented in the following text

iﬁable.
1
Closure Mode Most Likely Applicant Typel/
Valid SER correction Higher-income dependent
upperclass student
Non-response Independent student i
i/

Each characteristic is by itself, indicative of a relatively high
closure rate for that reason. Interactlons among the character-
istics were not examined.

The profilc.for students likely to submit valid SER corrcctions is

constant for 1976-77 and 1977-78 applicants.
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3.4,2: Distribution of Confirmed SER Errors

Of the 7,743 cases that were resolved as of June 30, 1978,
3,783 had one or more confirmed SER errors (i.e., were closed for
valid SER corrections). Among this group of 3,783 students, a total
of 11,011 discrepancies were identified and corrected; that is, on
the average, 2.9 individual errors were corrected in each case that
was closed for this reason. The distribution of errors among the
cases is summarized in the following text table, and this year's
confirmed errors are compared to the ones identified in the 1976-77
processing period.

;
i
Adjusted v Non- Household |
Validation Gross Portions~ Taxes Taxahle Postsecondary Size ;
Year Total Income Eained Paid Income Offset Nffset Other f
1977-78 3783 2216 2582 3016 860 948 930 129 .
(100.0%) (59.4%) (6R.3%) (79.7%)  (22.7% (25.1%) (24.6%) (11.3%) |
i

1976-77 1215 659 - 932 261 434 250 71
(100.0%) (54.2%) (76.7%) (21.5%) (35.7%) (20.6%) ( 6.3%) i
: i
i

o I -
;/Included as part of adjusted gross income for 1976-77. Therefore, a 1976-77 case that had an error
in both adjusted gross income and portions eamed is counted only once in the 1976-77 adjusted gross

income colum.

: Over three-quarters (79.7%) of the 1977-78 cases closed for

. valid SER corrections had a discrepancy in the taxes paid entry.

+ Two-thirds of the 1977-78 cases contained an error in portiomns of
adjusted gross income earned by the mother and father or applicant
and spouse, while an additional 59.4 percent of the cases had an
error in. the total adjusted gross income entry. With the exception
of the error rate in the portions earned entry, which was not dif-
ferentiated from adjusted gross income in the 1976-77 study, the
error rates for almost all of the key SER entries are very similar
between the two processing years. However, there was a significant
decrease in the proportion of cases containing a postsecondary of:i-
set error from 1976-77 to 1977-78 (-10.6%).

5,138 111



Table 3.4 examines the relationship between applicants' depen-
dency status and SER discrepancies confirmed. In almost all in-
stances, a slightly higher proportion of the dependent students'
SERs contained the error in question than the independent students'
SERs. Most notably, more dependent students had portions earned
errors (70.5% vs. 53.2%) and adjusted gross income errors (60% vs.
50.2%).

Differences are exhibited in the pattern of actual discrepancies
as a function of applicants income levels as well, as indicated in
Table 3.5. As might be expected, adjusted gross income errors were
more predominant in the higher income groups: the error rate for
applicants with incomes of $7500 and less ranged between 50.0 percent
and 54.8 percent, while the error rate among the higher income groups
varied between 58.9 percent and 62.6 percent. In a similar manner,
applicants in the two lowest income groups had a lower portions’
earned error rate than higher income individuals (54.7% and 50.6%,
respectively, compared to the overall average of 68.1%). Taxes paid
errors occurred in the "less than $1501" income group at a much
. lower rate than average (47.2% vs. an overall figure of 80.6%).

These three findings indicate that lower income applicants have lower
error rates for those income-related entries in which, of course,

they have lesser amounts to report; which, conversely, suggests that
higher error rates are associated with entries have relatively larger
absolute values. This observation is supported by the other relation-
ship evidenced between income and error rates: as income levels
increase, the rate of error in reporting non-taxable income

decreases (the rates decrease from 61.2% for the lowest income group
to 7.2% for the highest income group). That is, low income applicants
would be expected to report larger amounts of non-taxable income
(e.g., unemplovment compensation; welfare, Social Security benefits,
etc.) and they also evidence the highest error rates in this area..

Differences in the relative frequency of other types of SER
errors as a function of income level were minor.

3.19
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Applicants' year in school had no significant relationship to
the distribution of confirmed SER errors, as indicated in Table 3.6.
That is, the rate of error associated with each SER element is highly
consistent among first, second, third, and fourth year students.

3.4.3: Changes in Student Eligibility Indices

One of the primary objectives of the Pre-Established Criteria
study was to correct SERs which were determined to be in error and,
as a consequence, effect a cost savings to the Basic Grant program.
Of the 3783 SERs which were .determined to be in error and to which
corrections were made, 3543 SERs had been reprocessed (i.e., a final
SEI had been computed) in time for inclusion in this report. There-
fore, discussion of SEI change is based upon the latter group of
3543 applicants. During the 1976-77 validation study, 1215 SER
corrections were made and, of that group, 926 were processed in time
for last year's report.

The magnitude of SEI changes that resulted from corrected SERs
are compared for 1977-78 and 1976-77 in the following text table.

Magnitude of Absolute SEI Changes:
. 1976-77 vs. 1977-78

Magnitude of 1976-77 1977-78
SE1 Cha..ge (% of Cases (3 of Cases)
Increase of more than 245 1423
300 points (26.5%) (40.2%)
Increase of 1-300 314 . 1122
points (33.9%) (31.7%)
No change 280 - 651
(30.2%) (18.4%)
SEI decrease 87 347
( 9.4%) ( 9.8%)
Average absolute 294.0 453.1
SEI change
Average effective 189.9 269.3
SEI change

3.25 121




The most striking difference in the patterns of SEI change between the
two years is that a far greater proportion of the 1977-78 cases had
absolute SEI changes that exceeded 300 points than did the 1976-77
cases (40.2% and 26.5%, respectively). Corresponding, the average

SEI change, both effective and absolute, is greater for 1977-78

cases than for 1976-77 cases. The 1977-78 average effective SEI
change is approximately 80 points higher than the 1976-77 figure,
which represents a greater cost savings to the Basic Grant program.

Table 3.5 presented absolute and effective SEI'change; for each
SER entry by income levels. Corrected errors in post high enroll-
ment and unusual expenses resulted in the largest average absolute
SEI changes (665.5 and 649.0, respectively), while corrections to
portions earned and adjusted gross income fields also resulted in
substantial average absolute SEI changes (637.3 and 619.0, respec-
tively). Veteran's educational benefits and dependency status cor-
rections resulted in quite small average absolute SEI changes (5.7
and 59.1, respectively). In terms of income, the only significant
difference in average SEI change figures among income groups was
.that respondents who reported an adjusted gross income between
$4001 and $7500 had smaller than average absolute and effective
SEI changes resulting from corrected SERs (261.1 and 169.4, re-

spectively).

It should be recalled that higher income applicants had higher
error rates for adjusted gross income, portions earned, and taxes
paid SER elements; and lower income applicants had higher error rates
for reported non-taxable income. Table 3.6 displays the differences
in SEI changes among income groups for these same entries. It is
apparent that, in spite of a higher frequency of errors, higher
income applicants do not have larger SEI changes (either absolute
or effective) associated with the changes made to adjusted gross
income, portions earned, or taxes paid. No association between
income and magnitude of SEI change is apparent for adjusted gross
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income or portions earned while, for taxes paid, the lowest income
group had the largest SEI changes (780.6 and 456.7, respectively)
compared to the overall averages (478.4 and 282.2, respectively).
In a similar vein, while low income applicants had the highest error
rates for non-taxable income, the higher income groups had larger
SEI changes associated with corrections to that field: while the
average absolute change ranged from 285.3 and 375.3 for applicants
who reported incomes of $§7500 or less, the higher income applicants
had average absolute SEI changes of between 458.1 and 644.5. It is
apparent, then, that a high frequency of error in a given SER field
(i.e., a high error rate) for a subgroup of applicants does not
necessarily indicate that the same subgroup's SERs contain the most
extensive errors in that same field. That is, frequency and impact
of error are two distinct and sometimes unrelated indicators of
error-proneness.

3.4.4: Changes in Critical SER Data Items

Table 3.7 examines the number and average magnitude of correc-
_,,tions to critical SER fields. It should be noted that this table

e

igis based on a total of 3721 cases, although 3783 cases were closed
{ 'due to valid SER corrections. The cases not included in this table

oy,
N

~“ had SER corrections to fields considered non-critical and/or the SER
" corrections which were made resulted in an SEI change of zero.

.h
o
<
-

. As a result of corrected SERs, applicants' adjusted gross in-

- come and non-taxable income figures increased considerably (an

:; average of $2349.80 and $1254.80, respectively), while taxes paid

"" entries decreased (-$488.80). Fairly large average decreases were
also evidenced in the postsecondary and household offset fields,
although the decreases were not as large as the ones associated with
changes in these fields during the 1976-77 study. The postsecondary
enrollmen: figure decreased by an average of 1.4 persons this year,
compared to a 1976-77 average decrease of 2.3 persons. Confirmed
household size figures were an average of 1.6 persons less than the
reported figure this year, as compared to an average decrease of

2.5 persons the previous year. It seems that student confusion over
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offset figures has been significantly reduced, perhaps due to modi-
fications to the application in the intervening period, or to
greater attempts by financial aid officers to explain the meaning
of these fields to students.

Table 3.7 also indicates some minor differences in average
changes to SER fields for independent and dependent students.
Independent students' household size and postsecondary figures,
decreased, on the average, by an additional 1.4 and 0.4 persons,
respectively, more than the decreases evidenced for dependent stu-
dents. Dependent students, on the other hand, made larger changes
to non-taxable income, adjusted gross income, and taxes paid fields--
an average of $782, $940, and -$180 more than independent students
did.

The relationship of income to average change in each SER entry
is explored in Table 3.8. Several associations are apparent. Of
those students who made changes to their dependency field, lower
income ($10,000 or less) students tended to change from independent
to dependent, while higher income students tended to change from
QEPendent to independent. Students who reported incomes of $1500
&r less made the largest changes to post-high enrollment figures

.ilz.z compared to an overall average of -1.4) and also made the
E&rgest increase in their adjusted gross income fields ($4389.00
wgompared to an overall average change of $2349.80). Finally, as
“#ncome level increases up to $15,000, students also made larger
‘“increases in non-taxable income figures.

~-3.4,5: Selection Criteria

As described in Section 3.2, all students who were selected for
inclusion in the Pre-established Criteria study met one of the fol-

lowing criteria:

) Reported adjusted gross income was inconsistent with
taxes paid (Criterion 1)
° Applicant submitted a correction with resulted in an

SEI change of more than 500 points (Criterion 2)
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° The application processor '"assumed" the applicant's
adjusted gross income value for purposes of computing
his/her SEI and the student did not correct the
assumed value (Criterion 3)

° Reported household size exceeded reported number of
exemptions (Criterion 4) '
° A large number of persons were reported to be in

attendance at postsecondary institutions (Criterion 5)

Applicants could meet more than one of these criteria and total
points were assigned to applicants based on the individual .eriterion
and combinations of criteria met as well as the magnitude of expected
errors. Applicants who had a higher total of selection criteria

" points were assigned a higher probability of selection for this
study. Therefore, this section will examine variation in the study
findings by both specific criteria according to which applicants were
selected and the selection criteria points which applicants were
assigned.

Table 3.9 examines the range of selection criteria points by
year in school. The proportion of first, second, third, and fourth
- year students within each point range category is remarkably con-
?isistent. The only pattern apparent in this table is that propor-

> tionately fewer fifth year students had a total of 22 or more points

fj'than did other students, but the differences are not very large and

- less than one percent of the. students were in their fifth year so
" it .should not be considered to be a reliable trend.

1/

Some interesting patterns are evidenced between income level=

™~ and selection criteria point ranges (see Table 3.10). Applicants in

the higher income groups ($7501 and more) are more likely than lower
income applicants to be included in the 22-30 point range. Pro-
portionately more applicants who reported incomes between $1501 and
§7500 were included in the 18 points and less range. There is a
slight trend, therefore, for higher income applicants to be assigned
a higher total number of selection criteria points.

l/Including adjusted gross income and non-taxable income.
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17.1 . S.6 3.8 2.9 let 0.3 3.0 MC
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Table 3.11 examines the mode of case resolution by selection
criteria point ranges. Proportionately fewer students with a high
number of selection points submitted valid SER corrections, and this
is a fairly linear trend. That is, it is apparent that the higher
a student's selection points, the less likely he/she is to submit a
valid SER correction (conversely, the more likely he/she is to con-
firm the SER or be a non-respondent). No other consistent patterns
by point ranges are evidenced for other closure modes.

Variation in the modes of resolution by the criteria ;Ecording
to which students were selected is explored in Table 3.12. Appli-
cants who were selected according to Criterion 2 (large SEI correc-
tions) were more likely to submit acceptable documentation (25%
compared to an overall average of 4.8%). Students who were selected
according to Criterion 2 were also less likely to be total non-
respondents or non-respond to an additional request (4.7% and 7.8%,
respectively). In addition, students selected because they met
Criterion 5 (large number of post-high family members) were less
likely to be total non-respondents (9.1% vs. an overall figure of
19.2%). '

As Table 3.13 indicates, there were also marked differences in
magnitude of SEI change and change to other SER entries according
to the combination of selection criteria which applicants met, but
there is no discernible pattern to the differences among criteria
groups for any of the data elements.

3.5: PRE-ESTABLISHED CRITERIA STUDY RESULTS: INSTITUTION STATISTICS

Data presented in this section examine the relationship of char-
acteristics of schools in which applicants were enrolled with the
results of the validation process: case resolution mode, actual SER
discrepancies, and SEI change. Section 3.5.1 examines the relation-
ship of institution size to study results, while Section 3.5.2
assesses the relationship of institution control to-study results.
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TABLE 3.11

MUUE OF CASE: NESULUTIUN BY SELECTIUN CRITEWZA PUINT NANGES (PRE~ESTABLISHED AND ACT CHITeRIA)
NULDE UF NESULUTIONG

ADD ALD SEN
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100.0 (Y Iy | 5.5 0.6 v el 19.8 16,9 (Y% 2.2 Jele bl RC
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100.0 Y ] 8.3 0.6 1ol 19.8 16,9 47 2.2 Jete 4.l MC
MORE THAN 30sececscvcoccecanes 101 [3-3 2: 1 1 3 17 6 1 “ 1 SC
100.0 Ghob 240 1.0 1.0 2244 16.8 5.9 1.0 hel 1.0 RC
1.1 l.2 0.6 1.9 Oeb | P} led . et 0.5 1.3 0.3 cC
1.l 0.5 0ed 0.2 0.1 MC
28 = 30000000oooooooooooooo.o. oly 178 10 k] [ 12 a7 19 k] 20 22 8¢
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. ' ' © 10040 ©3.,0 Jo¥ 0.6 let 20.7 18,2 J.2 leb J.6 ho) nC
. » 8.0 [’ 5.6 5.8 6ol Beb 8.6 Set 5.9 Hel el cC
w 40 Jeb 0¢3 0.l o7 1.5 0.3 0.l ved 0.3 MC
22 = 24csccsscstsvcsnevssnssces  J9IV0 1,498 146 2s sl 64 600 167 79 38 103 SC
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. 100.0 ©J,0 ol 0.6 le2 18.9 17.9 9.0 2ol Jel 3.7 nC
10.6 11.0 8.3 T.7 Te0 1061 11.2 11.2 11.3 9.7 9.7 cC
10.6 ¢S 045 0.1 2.0 1.9 0.5 0.3 Ved 0ot MC
16 = 1Becevecvceceverecrncecse lenb) 668 ¥l 11 . 298 Je6 260 [1} [y [ 1Y L X] SC
100.0 . 42,8 S.J 0.7 led 20.8 15,6 bole 246 2.8 Jebe R LY
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. 17.1 7.3 0.9 0.1 0ed Jeb 2,6 0.4 O0et 0.5 0.6 MC
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100.,0 19,2 11.0 ') Jew 26l 16,0 Sl 1.6 6 9.6 HC
N 1243 Se7 2hole 1.7 254> 14,9 116 2240 8.9 22.6 2.9 cC
) 1243 246 l1e3 0ot 3.0 240 1.0 0.2 0.8 1.2 MC
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3.5.1: Institution Size

Institutions at which students were enrolled were divided into
three size categories based on total enrollment figures: 1less than
1000, 1001-5000, and greater than 5000. For convenience, as findings
are reported, these size categories will be referred to as small,
medium, and large, respectively. In addition, a fourth category is
referred to for institutions of unknown size.

Proportionately more of the students selected fdr the-Pre-
established Criteria study attended medium-sized institutions (34.2%),
and relatively few students attended small institutions (11. 8%)

These figures provide a framework for 1nterpret1ng the relationship
of institution size to study results.

Table 3.14 presents the relationship of institution size to
resolution mode. No clear-cut trends were evidenced, although a
slightly higher proportion of students attending large institutions
made valid SER corrections (52.5% compared to an overall figure
of 44.3%), and a slightly lower proportion of this same group were
total non-respondents (15.5% vs. an overall average of 19.2%) or did
not respond to additional requests (13.7% vs. an overall figure of
17.0%). These differences are not sufficiently large to be con-
sidered meaningful, however.

The relationship between actual SER discrepancies and institu-
tion size is examined in Table 3.15. Although some minor differences
exist between proportion of cases with a given discrepancy among
institution size groups, no overall trends are apparent.

Table 3.16 presents the unduplicated distribution of actual SER
discrepancies by SEI change for each institution size category. There
are no significant differences in average absolute or effective SEI
changes by institution size. Furthermore, for the discrepancy types
that are related to SEI changes which differ according to institution
size, the number of cases in the categories are so small that the
differences cannot be considered stable (e.g., adjusted gross income,
household size). It should be noted that, within this table, cases

3.47
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that had more than one SER discrepancy are included only in the
multiple discrepancy row. Since a high proportion of the cases did
have more than one SER discrepancy (78.9%), the frequency of cases
in the ~ther discrepancy type rows is low (with the exception of
taxes paid discrepancies, less than 2% of the sample had a sole
error of any of the other individual types).

3.5.2: Institution Control

The majority of the students selected for the Pre-estdblished
Criteria study (61.7%) attended public institutions. Approximately
one-fifth attended private non-profit institutions, and relatively
few attended proprietary schools (4.2%). Although data are not yet
available on the distribution of the population of 1977-78 Basic
Grant recipients by type of institution attended, the distribution
of Pre-established Criteria cases by institution control is very
similar to the distribution of the population of 1976-77 recipients
by institution attended, as the following text table indicates.

Distribution of Pre-established Criteria Cases and
Population of 1976~77 Recipients by Institution Control

Private Private Other/
Total Public Non-Profit Proprietary Unknown

1977-78 Pre- 8,006 4,941 1,724 340 1,001
established (100.0%) (61.7%) (21.5%) (4.2%) . (12.5%)
Criteria Cases .

1976-77 Population 1,932,000 1,372,000 382,269 168,585 9,120
of Basic GI7nt - (100.0%) (71.0%). (19.3%) .(8e7%) (0.58%)
Recipientsz/

&/ Based on recipient data from the Program Information and Monitoring System (PIMS).

Table 3.17 indicates that some interesting differences in pat-
terns of resolution modes exist by institution control. While ap-
proximately half of the public and private institution students each
made valid SER corrections, this was true for only 36.5 percent of
the proprietary students and 12.0 percent of the students whose
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institution control was unknown. Proportionately more of the pro-
prietary and unknown control students were closed for total non-
response (25.3% and 39.0%, respectively) than public or private
school students (16.0% and 15.5%, respectively). In a similar trend,
proportionately more proprietary and unknown control students did not
respond to additional requests (20.5% and 27.6%, respectively), than
was true for public or private school attendees (15.5% and 14.4%,
respectively). It appears that students who attend proprietary
schools and institutions of unknown control have what might 'be con-
sidered less desirable patterns of response from the point of view
of correcting program abuse and misuse.

For those students whose cases were closed due to valid SER cor-
rections (processed and unprocessed), Table 3.18 examines the rela-
tionship between types of discrepancies which were confirmed and .
control of the institution which the students attended. Overall,
there are few differences in the proportion of students who made a
given type of SER correction by institution control. However, a few
minor differences were apparent. Proportionately more of the students
who attended private non-profit schools made adjusted gross income -
corrections (64.1% vs. an overall average of 59.4%); this may be due
to the fact that these schools are typically more expensive than the
other types and these students may have made more adjusted gross
income corrections because they have higher incomes. Students at
schools of unknown control made proportionately fewer taxes paid
corrections (73.8% vs. an overall figure of 79.7%). Finally, pro-
prietary school students had proportionately more corrections to
the unusual expenses field (4.7% vs. an overall figure of 2.2%).

Table 3.19 examines the average SEI changes which resulted from
corrections to SER fields by institution control. Examination of the
total row indicates that, across discrepancy types, students who
attended proprietary schools had larger absolute and effective
SEI changes than the rest of the cases (562.6 and 381.7, respec-
tively, compared to an overall average of 453.1 and 269.3, respec-
tively). For the most part, this pattern of larger SEI changes

3.59
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made by proprietary students is true for the SEI changes related to
corrections to each individual SER entry as well. However, as was
explained in the previous discussion of variation in SER discrep-

- ancies by institution size, the subtotals that are associated with
each type of discrepancy except multiple discrepancies are so small . -
that stable trends related to individual SER entries cannot be i
inferred from differences that do exist between types of schools.

5.6: AMERICAN COLLEGE TESTING PROGRAM CRITERIA STUDY: CASE FINDINGS

In addition to cases which were selected for validation activity
according to the Pre-established Criteria, the American College Test-
ing Program selected 1120 other cases for validation on the basis of
a separate set of criteria which have been indicative of possible
misreporting in the past. These criteria are described in Section
3.2. It is interesting to note that approximately two-thirds of the ;
ACT criteria cases (67.8%) reported incomes of $1,500 or less (see
Table 3.10). In comparison, 5.1 percent of the Pre-established R
Criteria cases fell into this same income category. The following
discussion pertains to the mode of case resolﬁtion, confirmed 'i
. discrepancies, and pattern of Student Eligibility Index change. which
i. resulted from validation activities undertaken for these cases
selected according to the ACT criteria. .

*  Mode of Case Resolution

Of the 1120 cases that were referred to the validation con-

“~  tractor, 1013 (90.4%) were closed as of the time of report prepara-

§§¥ tion (June 30, 1978). A re-examination of Table 3.1 (see page 3.12)
indicates that the predominant closure mode for ACT criteria cases

was total non-response (24.1%), followed by a valid SER correction

(19.2%). There are some striking contrasts between resolution modes ;
for Pre-established Criteria and ACT criteria cases. Proportionately '
fewer ACT criteria cases were resolved due toc the submission of

valid SER corrections (19.2% vs. 44.3%),and proportionately more .

3.64 179




were -losed due to total non-response (24.1% vs. 19.2%).1/ In addi-

tion, proportionately more ACT criteria cases were closed because
the applicant submitted acceptable documentation (11.0% vs. 4.8%)
and proportionately more of the ACT criteria cases were currently
unresolved (9.6% vs. 3.3%). The same pattern of differences in
closure modes between independent and dependent students that was
evidenced for the Pre-established Criteria cases is also true for
the ACT criteria cases.

Confirmed Discrepancies

Table 3.4 (see page 3.20) displays the actual discrepancies
that were identified for the group of 285 ACT Criteria cases that
were closed due to valid SER corrections (process and unprocessed).
Of these 285 cases, 150 contained more than one confirmed dis-
crepancy (52.6%), and these cases are represented in multiple rows
in Table 3.4. The predominant types of discrepancies identified
were in the areas of portions of adjusted gross income earned,
non-taxable income, and total adjusted gross income (43.5%, 40.0%,
and 34.7%, respectively). There are some striking differences in
the proportion of cases in which certain types o% discrepancieé
were confirmed between the cases selected according to ACT criteria
as compared to ones selected according to the Pre-established
Criteria. Proportionately far fewer ACT criteria cases involved
taxes paid errors (20.7% vs. 79.7%), adjusted gross income errors
(34.7% vs. 59.4%), and portions earned errors (43.5% vs. 68.3%).

In addition, proportionately more ACT criteria cases had non-

taxable income errors confirmed (40.0% vs. 22.7%). These major
differences in types of error identified between these two types
of cases are probably due to selection criteria which emphasize

l-/This difference may be explained by the fact that ACT cases were

initially contacted at a later time than Pre-established Criteria
cases, and they may have already received their full 1977-78 award
by the time they were required to respond. Therefore, on the
average, the ACT Criteria cases may have had less incentive to
respond to validation requests than Pre-established Criteria cases.
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different areas of potential misreporting, the ACT criteria focused
on low-income applicants, who are most likely to report non-taxable
income.

Impact of Validation Process on Student Eligibility Index Change

The average absolute and effective mean SEI changes for each
discrepancy which was confirmed is displayed in Table 3.20. This
table is based on a total of 215 cases which were closed due to
valid SER corrections and for which the corrections_had been repro-
cessed by the time of report preparation. The corrections which
were made to these 215 cases resulted in modest SEI increases -
overall absolute and effective SEI changes of 189.9 and 85.2 points,
respectively. These changes are far smaller than the absolute and
effective changes of 453.1 and 269.3 points overall, respectively,
for Pre-established Criteria cases. Since the ACT Criteria cases
were primarily low income applicants, this comparative finding con-
firms findings of past studies which have suggested that non-taxable
income corrections and other corrections made by low income appli-
cants have a lesser impact on SEI changes than corrections made by
higher income applicants. In turn, this trend suggests that the
most cost-effective approach to validation is to focus more on
higher income applicants than very low income groups.

The largest SEI increases were associated with corrections to
unusual expenses and dependency status fields (absolute SEI in-
creases of 1659.8 and 1123.2, respectively); however, so few cases
were involved in changes to these fields (N = 6 and N = 5, respec-
tively) that these findings cannot be considered stable. In terms
of changes to fields that included a sufficiently large number of
cases to consider a finding stable, the highest SEI increases were
associated with corrections to taxes paid, adjusted gross income,
non-taxable income, and portions earned fields (absolute SEI changes
of 493.9, 336.6, 326.1 and 317.2, respectively). These same fields
were associated with average or higher than average absolute SEI
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increases for Pre-established Criteria cases as well. Comparisons

of SEI change associated with confirmed discrepancies by income

level are invalid due to the small number of cases represented within
each different income category.

It is clear that the ACT criteria and/or the associated
validation processl/ were not as successful for purposes of select-
ing error-prone cases and obtaining large corrections as the Pre-
established Criteria. To summarize, proportionatelz‘fewer-ACT
criteria cases were closed due to valid SER corrections and pro-
portionately more were total non-respondents. Proportionately
fewer actual discrepancies were identified in ACT criteria cases
within most of the critical SER data elements. Finally, the average
absolute and effective SEI changes which resulted from corrected
SERs were far lower for ACT criteria cases than for cases selected
according to the Pre-established Criteria.

35.7: CHAPTER SUMMARY

(ka2

[
L S

For this validation study, 8,006 applicants were selected
according to criteria which, based on the results of. 1976-77 valida- .
5 tion activities, were believed to Se indicators of error-proné cases.
- A additional 1,120 cases were selected according to a separate set
5 of criteria designed by the American College Testing Program which
g: pertained to other potential sources/types of error not encompassed
' by the Pre-established Criteria. Both sets of criteria focused on
items on the Basic Grant application and processing actions (e.g.,
corrections) that are critical determinants of a student's eligibility
to receive a Basic Grant award.

IR T
1he 2

Of the 8,006 applications selected according to the Pre-estab-
lished Criteria, 7,743 (96.7%) were resolved at the time this report
was prepared. Follow-up activities for the 263 unresolved cases will
continue during the 1978-79 validation period. Of the 7,743 resolved

l/In particular, the late date at which initial contacts with
selected cases were made.
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cases, resolution was obtained in one of eight manners. Almost half,
3,783 cases, were resolved due to valid SER corrections, while only
381 students provided documentation which supported their original
SER. Analysis of data pertaining to this set of cases resulted in
the following observations.

° The 1977-78 Validation Study exhibited a higher rate of
valid SER corrections. than the 1976-77 study (47.3% vs.
20.2%). Although, on the surface, the 1977-78 study also
had a higher non-response rate (36.2% vs. 21.4%),- far
fewer of the 1977-78 cases were unresolved at the end
of the validation period than was true for 1976-77 cases
(3.3% vs. 45.4%). Since most of the unresolved 1976-77
cases were eventually closed for non-response, the total
non-response rate for the 1977-78 study was actually
much lower than for the 1976-77 effort. Furthermore,
the rate at which SERs were documented decreased
slightly between 1976-77 and 1977-78 ( 6.3% and 4.8%,
respectively). It appears that significant improvements
have been made to the validation procedures and/or the
Pre-established Criteria over the two-year period,
especially in light of the identification of a higher
proportion of "error-prone" cases in 1977-78 than
1976-77.

° Dependent students were more likely to submit valid SER
corrections and less likely to be total non-respondents
than independent students. This trend is constant across.
validation periods. '

° Higher income students were more likely to submit valid
(and processed) SER corrections and less likely to
submit an unacceptable response or have their cases un-
Tesolved.

° As in the 1976-77 Pre-established Criteria Study, under-
class applicants (first and second year students) were
less likely to submit valid SER corrections than upper-
class students.

° Almost half of the Pre-established Criteria applicants
(48.8%) had one or more confirmed discrepancies (errors)
on their SERs. Of this group of applicants, taxes paid
erTors were most prevalent, occurring in 79.7 percent
of the cases, followed by portions earned and total
adjusted gross income errors (68.3% and 59.4%, re-
spectively). Taxes paid and adjusted gross income
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errors were also the most prevalent errors in the
1976-77 study, occurring in 76.7 and 54.2 percent

of the cases, respectively. Errors in portions earned
were not differentiated from adjusted gross income
errors in the 1976-77 study. Otherwise, the error
rates associated with each SER entry within the group
of applicants for whom discrepancies were identified
are very similar across the two year period.

In terms of the distribution of discrepancy types by
dependency status, in almost all instances dependent
students exhibited a higher rate of error for an_SER item
than independent students. This represents a reversal
from the trend evidenced in the 1976-77 study.

No variation in the distribution of confirmed SER errors
was associated with applicants' year in school.

The rate at which adjusted gross income, portions earned,
and taxes paid errors occurred were higher for higher
jncome groups, and lower income groups had a higher error
rate for the non-taxable income entry. . A similar trend
was apparent among the 1976-77 applicants as well for the
adjusted gross income and non-taxable income error rates.
This finding suggests that higher error rates tend to be
associated with groups that would be expected to report
higher absolute values for the entry in question.

Of the 3,543 SERs which had been corrected and reprocessed
in time for inclusion in this report, slightly more than
seventy percent resulted in increased Student Eligibility
Indices as compared to the original SEIs. The average
1ted from

absolute and effective SEI changes which resulte

SER corrections were 453.1 and §3§.3 points, respectlvelv,
Wwhich represent substantial average decreases 1in award
Tevels. T1The SEl increases obtained as a result o:r the

I577-78 study were substantially higher than the changes
associated with last year's vaiidation effort (294.0 and

'189.9 points, respectively).

The largest SEI increases which were related to corrections

to individual SER fields were associated with corrected
post high enrollment and unusual expenses (absolute SEI
increases-of 665.5 and 649.0, respectively), followed by
portions earned and adjusted gross income (637.3 and
619.0 points, respectively).

(1]
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In spite of the fact that higher income applicants demon-
strated higher error rates for adjusted gross income,
portions earned and taxes paid entries, their corrections
to these fields did not result in larger-than-average
increases in their SEIs. 1In addition, although lower
income applicants had a higher non-taxable income error
rate, their corrections to non-taxable income entries did
not result in larger-than-average increases in their SEIs.
Tt is apparent that a high frequency of error in a given
SER field for a certain subgroup of applicants does not
necessarily indicate that this same subgroup made_ the most
extensive errors in that field. -

The absolute values of adjusted gross income and non-
taxable income entries increased considerably as a result
of corrections to these fields (an average of $2,349.80

and $1.254.80, respectively). Large average decreases were
also evidenced in the household size and post high figures,
although these average decreases were not as large as the
ones obtained through the 1976-77 validation effort. It
appears that student confusion over these '"offset" fields
has lessened over the two year period.

No clear-cut associations were evidenced between the size
of the institution at which applicants were enrolled and
mode of case resolution or types of SER discrepancies
identified, or the extent of SEI change associated with
the corrections.

Students who attended public or private non-profit schools
were more likely to submit valid SER corrections than
students at proprietary institutions or schools of unknown
control, and were less likely to be closed for total non-
response or failure to respond to an additional request.
Furthermore, students at proprietary institutions had

much larger SEI changes resulting from corrections than
students at other types of institutions (an average effec-
tive change of 381.7 compared to the overall average of
269.3 points).

The American College Testing Program Criteria were not
as successful for purposes of obtaining large SER
corrections (either in terms of magnitude of the correc-
tions to individual data elements or resulting SEI
change) as the Pre-established Criteria.
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4 o

ANALYSIS OF INDIVIDUAL VALIDATION PROCEDURES

4.1: INTRODUCTION

The procedures which were implemented in the Institution Re-
ferral, OE/ACT Referral and Pre-established Criteria studies were .
the results of experiences and observations in the past validation
studies. Procedural letters as well as follow-up schedules were
almost identical to the procedures implemented in the 1976-77
Validation Study; i.e., a comprehensive set of form letters address-
ing all SER items in question and specifying the necessary steps
required to validate these items were sent to applicants. These
mailings were monitored and all study participants were placed on
follow-up schedules which provided each student with a minimum
number of opportunities to comply with the validation requests.
Modifications to these procedures and letters were made prior to
the actual conduct of the validation ®n an effort to enhance the
student's understanding of the validation requirements as well as
to structure the validation process so that each individual was
treated on an equitable basis. One of the changes made in the pro-
cedural letters was that additional instructional materials were
sent along with the initial letter and at least one follow-up letter.
For Institution Referral cases, an instruction sheet specifying the
nature of the discrepancy and the exact documents required was
attached to a form letter stating the general requirements for
validation, Also, to assist student's who failed to respond to the
first letter, a photocopy of the initial letter was mailed along
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with the first follow-up. For Pre-established Criteria cases, there
were several innovations which accompanied the letters. Along with
the first letter notifying students of their selection for validation,
a worksheet with definitions and work areas for recording information
was enclosed. Students were informed that they may use the worksheet,
to assist them in compiling the necessary data but were not required
to send it. This worksheet was also enclosed with the final follow-
up letter. General observations of the usage of the worksheet in-
dicated that it was used quite frequently and was beneficial to
students and parents, and simplified the task of reviewing the
student/parent response.

The purpose of this chapter is to review the results of these
validation procedures to determine the extent to which they were
successful and to also uncover any areas which may require improve?
ments or modifications. This review consists of examining the
transactions which occurred in the studies with ‘all individuals' who
participated in the validation. Transactions are defined as any type
of communication between students (or their parents) and all Basic
Grant offices such as the Office of Education, institutions, the
validation contractor, and the BEOG processor. The following section,
4.2, presents a discussion of the methodology used to conduct this
procedural review. Sections 4.3 and 4.4 each present individual re-
views and findings related to the Institution Referral and Pre-
established Criteria procedures.

4.2: PROCEDURAL REVIEW METHODOLOGY

The methodological approach to this review of the validation
procedures consisted of presenting frequency distributions of the
various types of transactions utilized in the studies. The specific
jssues addressed in these distributions are the followinﬁ:

-

the volumes of transactions

the relationship of types of transactions with referral
reasons

relationships of types of transactions with actual
discrepancies uncovered after completion of validation
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° whether responses from study participants vary as a
function of the referral reason and the time of
response

° the relationships between transactions conducted by
the contractor, students/parents and other participants

Independent Variables

To examine these issues in depth, a series of tables have been
designed to examine validation transactions through the use of two
basic independent variables for each validation study. For the
Institution OE/ACT Referral Study the two variables are referral
reasons and actual discrepancies. Referral reasons are categorized
into the same specific areas of suspected error identified in
Section 2.2. The second independent variable, actual discrepancies,
contains slightly different items than the reasons for referral, and
the variable is categorized in the manner described in Section 2.2

In the Pre-established Criteria Study, the same independent
variable of actual discrepancies specified in Section 2.2 were also
used. In addition, the mode of case resolution was considered as
an independent variable, -specifying the same categories of case
resolutions as used in the analysis of study findings, which
included the following:

valid SER correction

acceptable verifying documentation

OE resolution '

unable to contact applicant or parent

total non-response

non-response to an additional request
unacceptable response after additional request
non-use of Basic Grant

resolved with SER corrections not yet processed
unresolved

Dependent Variables

The tables in this chapter examine one dependent variable,
namely the type of transactions which occurred. Transactions were
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generally the same for the Institution and OE/ACT referrals and the
Pre-established Criteria study cases. Therefore, a common listing
of transactions is presented specifying those which are pertinent
to only one study. The following transactions were recorded:

jnitial request for data
first follow-up after initial request
second follow-up to initial request

request for additional data prior to student's =
first response

request for additional data after case closure
follow-up to an additional request

acknowledgement of valid documentation (no SER corrections
necessary) .

acknowledgement of valid SER correction(s) (accompanied
by verifying documents)

acknowledgement of corrections on an unsigned SER
(accompanied by verifying documents)

letter to institution to expect new SEI (for those
students who received the acknowledgement of unsigned
corrected SER) : )

acknawledgement of non-use of grant
acknowledgement of OE resolution

SER corrections too late for processing at BEOG
Processing Office - INSTITUTION REFERRALS ONLY

letter in which contractor makes SER corrections on

" unsigned SER (according to verifying documents) and

returns SER far signature)
letter requesting additional documents
letter requesting clarification of unclear items

letter requesting clarification of low income or
suspected assets not reported

multiple requests for clarification
request to sign corrected SER

request applicant/parent call validation office to
explain previous respomnse

special customized letter
notification of award suspension due to non-response

notification of award suspension due to receipt of
unacceptable response .

18¢
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case closure due to failure to contact student/parent

acknowledgement of acceptable verifying documentation
after award suspension

acknowledgement of corrected SER after award suspension
acknowledgement of OE resolution after award suspension

acknowledgement of non-use of Basic Grant after award
suspension

letter requesting proof of citizenship

letter requesting student/parent clarify questionable
dependency status

letter requesting student change dependency status
letter requesting change in prior enrollment status
second instruction to correct response

time extension

returned-to-sender letter re-mailed

clarification (telephone call), prior to written response

clarification (telephone call), not elsewhere classified

telephone call received in response to letter requesting
that applicant call validation office

duplicate SER sent to student

completed telephone call made to student/parent
telephone call made to student/parent - not completed
incoming mail during processing

incoming mail after case closure

communication with third party

Several tables presented also utilize the same dependent
variable of transaction types; however, the transactions are col-

lapsed into the following categories:

4,3:

The data presented in this section represents the transactions

letters initiated by validation contractor

letters initiated by applicant/parent

telephone calls initiated by validation contractor
telephone calls initiated by applicant/parent

INSTITUTION REFERRAL STUDY RESULTS

taken on all cases referred by participating institutions and by

4.5
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OE and its contractors. The transactions studied in this section
include all written requests for data, the acknowledgements of
acceptable and unacceptable responses, telephone calls, and incoming
mail,

Frequency of Transactions

Table 4.1 exhibits the frequency of all types of transactions
with students and parents by the reason for referral. - This table
was created to identify the most frequent transactions and whether
specific types of discrepancies initially reported by institutions
require a significantly higher number of transactions- when compared
to other referred discrepancies. The most frequent transactions
among all types of transactions were the following types taken by the
contractor: initial requests (22.9%), first reminders (11.4%) and
additional written requests (10.1%). Of the 3,918 total transactions,
1,243 (31.7%) were transactions consisting of written responses and
telephone calls from students or parents attempting to comply with
the validation requests, An interesting finding shown in this fre-
quency count is that 4.7 percent of all transactions consisted of
re-mailing letters to study participants which had been returned to
the contractor's office either because the addressee had moved or
had failed to pick up the letter. It is usually thought that cases
referred by institutions contain the most recent addresses for
students since the financial aid officers are required to contact
students prior to referring the case to OE for follow-up. However,
this finding seems to indicate that institutionally referred cases
do not always contain current addresses.

Of the 3,918 total transactions taken on cases referred by
institutions the highest proportion of transactions occurred in cases
referred with suspected discrepancies in adjusted gross income
(35.9%), followed by dependency status discrepancies (21.4%) and
reported errors in nontaxable income or low income (14.5% and 13.8%,
respectively). This rate corresponds to the findings presented
earlier in this report in Section 2.4.2 indicating that adjusted
gross income and dependency status discrepancies comprised more than
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half of all referrals. The average number of transactions taken for
cases referred by institutions or BEOG contractors was 4,2 trans-
actions, with the greatest number occurring in cases referred for
errors in post-ﬁigh school enrollment (5.1 per case) and the fewest
in citizenship referrals (3.3 per case). '

In reviewing ths proportions of specific transactions taken
for each referral reason, several noteworthy findings =an be seen.
Cases referred for citizenship error received proportionately the
greatest number of first follow-up letters (17.5%) followed in
frequency by cases referred for Veteran's Educational Benefits
(16.2%). Those referral reasons which required the fewest first
reminders were referrals of discrepancies in assets/savings and non-
taxable income (8.4% and 9.9%, respectively). Among all the second
follow-up reminders sent, cases referred for citizenship again
required the greatest proportion of this transaction (9.5%) followed

by cases in which the discrepancies were unknownl/ (9.1%). Since

there were only 63 total transactions taken for cases referred with

. citizenship discrepancies, these high proportions of first and second

follow-ups for this referral type cannot be considered stable find-
ings.

In terms of the proportion of additional request transactions
occurring for each referral reason, it appears that cases referred
for errors in Federal taxes paid more frequently required the con-
tractor to make corrections to the SER and return it for signature
(1.8% of these transactions) than did other cases referred for other
types of discrepancies such as assets/savings (.5%), and medical/
dental expenses (.8%). This finding suggests that applicants are
more often confused about the amount of taxes from their Federal
Return than other entries on the SER. Many errors in taxes paid
result from the applicant's/parent's confusion over taxes withheld
versus taxes paid. Transactions relating to multiple Trequests for

I77(.‘.:1ses with unknown discrepancies were those that failed to respond
or responded incompletely after three requests.

4,20
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clarification were sent most frequently for cases referred for errors
in medical/dental expenses (3.3%), household size (2.9%), and post-
high school enrollment (2.8%). This can be attributed to the some-

what "unstructured'" documentation which these students provide to
verify these discrepancies, and which in turn often require further
clarification before they can be adequately assessed.

One final observation from this frequency distribution concerns
the distribution of transactions taken in the event the student fails
to respond to the request letters, and thus his/her award is sus-
pended. Among all referral reasons, the highest proportion of this
"suspension" transaction occurred in instances of zero/low income
referrals (7.6%) whereas the fewest suspension transactions occurred
for referrals of errors in post-high school enrollment (2.8%).

In conducting the Institution Referral and OE/ACT Referral

studies over the past three years, we have found that often after

a case has been referred and validation procedures are initiated,

the validation contractor discovers additional errors on Student

Eligibility Reports besides the discrepancies specified in the-

referral. For this reason Table 4.2 has been produced to display

the frequency of transactions with students and parents by the
_.actual discrepancies. Of the 3,918 total transactions taken on the
4institution and OE/ACT cases, the highest proportion of transactions
" occurred for the following actual discrepancies: errors in portions
" of earned income (14.8%), errors in adjusted gross income (12.9%),

;fand errors in taxes paid (11.2%).l/

Examination of the average number of transactions by actual
_discrepancy type reveals that resolved cases showing errors in

" unusual expenses, household size and nontaxable income averaged the
highest number of transactions per case (6.4, 6.2, and 6.0, Tespec-
tively). Of those cases resolved at the time this Treport was

l/The transaction rates for cases currently unresolved and cases
with no discrepancies have not been included, since these
categories do not represent actual data about discrepancies.

4.21
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0.6 0.5 0.3 0.5 0.1 ' 0.7 ) cv
0s6 0.1 0ed My
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prepared, there were no particular discrepancy areas identified which
required a disproportionately high number of follow-up letters;
rather those cases in which actual discrepancies were unknown
accounted for the larges® proportion of first -follow-up transactions
(18.2%) compared to an overall average of 7.7%). Cases in which no
discrepancies were uncoveredl/ required the second highest proportion
of second follow-up transactions in instances of unresolved cases

and cases of unknown discrepancies (18.2% and 10.5%,_fespec§ive1y).

In terms of the distribution of transactions which follow the
receipt of responses containing a corre:ted SER supported by docu-
ments, the greatest proportion of such transactions occurred in cases
containing actual discrepancies in portions of earned income (9.8%)
and adjusted gross income (8.5%), whereas the fewest proportion of
this transaction type occurred in asset discrepancies and errors in
unusual expenses (both occurred at the rate of 0.2%). The highest
proportion of transactions taken on cases in which SER corrections
were received after the BEOG processor's deadline for submitting
them was for cases with Veteran's Educational benefits errors. The
proportion of transactions were considerably higher for Veteran's
Benefits (20.5% than other categories such as (unusual expenses

(2.9%) and discrepancies in number in post-high‘(l.s%). This occur-
" rence is not particularly generalizable; it is attributed to the fact
" that a particular institution referred several cases involving dis-
. crepancies in Veteran's Benefits.

Distribution cf Student Responses

In order to determine the effectiveness of the validation pro-
cedures; i.e., the extent to which students are responding to the
procedural letters and actlons implemented in the Institution Re-
ferral study, a series of tables have been provided to display the
distribution of responses at various intervals in the validation
cycle by the referral reasons. Table 4.3 presents the distribution

17Cases with no discrepancies were those closed due to the receipt
of acceptable documents verifying original SER data.
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of first responses from study participants at the time this report
was prepared. The data shown in this table are based upon a total
of 406 first responses received from applicants or their parents.
It should be noted that 406 is a couht of the total cases having
first responses, whereas the cell entries contain duplicated counts
of transactions; i.e., transactions taken on cases with more than
one referral reason are counted more than once. Of these 406 first
responses only 13 (3.2%) contained all requested documentation and
required that no corrections be made to the SER. A slightly higher
percentage of the first responses (7.4%) contained acceptable SER
corrections to all fields requiring changes and verifying documents
supporting the changes.

There were two other response types which were considered ac-
ceptable responses requiring no further action, namely a confirma-
‘tion that the grant has not been used (2.2% of the first Tesponses)
and a response which is accepted by OE as a special circumstance
superseding validation (.5%). Thus, in total, the first responses
received were completely acceptable for 13.3 percent of the cases

. that had first responses (54 of 406). This finding is significantly

~% lower than the findings in the 1976-77 validation study, as shown

=::in the following text table: <

Comparison of First Responses Received in 1976-77

Validation Studies and 1977-78 Validation Study
Response Type 1976-77 1977-78
Total 100.0 100.0
Acceptable Documentation 11.7 3.2
Acceptable SER Correction 32.9 7.4
Other Acceptable Closures * 2.7
Unacceptable Documentation 16.7 46.5
Unacceptable SER Correction 18.7 20.0
All Other Responses 20.1 20.2

*Other closures were not specified in the 1976-77 validation.
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The percentage of first responses in the 1977-78 study which
contained unacceptable documentation increased substantially (in-
crease of 29.8%) in comparison to the 1976-77 findings. Unaccepta-
ble SER corfections‘also increased slightly from the percentage re-
ceived in the 1976-77 study.

The significant decreases in the acceptability of the 1977-78
first responses in comparison to past validation results appearing
in this table are of great concern and require close -examination.
One factor which may explain these decreases is the fact that as
the validation procedures have become more sophisticated, and as
more experience has been gained in the process of detecting errors
by thoroughly reviewing SERs and documents, there have been more
errors uncovered on Student Eligibility Reports. This knowledge of
validation may explain why the amount of acceptable SER corrections
decreased. The difference in the proportion of responses containing
acceptable documentation may be explained by the following procedural
change. In the 1976-77 study, alternative documents were accepted
in the first responses; however, in the 1977-78 study, if the student
failed to provide the exact document requested, a second letter was
sent again requesting the original documents which were stated.
These strengthened procedures proved to be effective in many cases
since often a second request for a specific document resulted in the
student obtaining and providing the preferred documentation.

0f all the referral reasons reported, by institutions, those
with reported errors in the number of family members in post-high
school, non-taxable income, and household size exhibited the highest
proportion of first responses containing completely corrected SERs
(15.4%, 11.7% and 10.0% respectively).l/ In contrast, the fewest
proportion of first responses containing corrected SERs were re-
ceived from students referred for suspected error in their dependency
status. While it is not surprising that errors in the number of

l/Cit:izenship referral reasons were not taken into consideration
since there were so few of these referred.

4,43
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members enrolled in post-high institutions and total household size
should be corrected, since these items are typically not difficult

to validate in the first response, it is surprising that of the

first responses containing corrected SERs, cases with errors in
non-taxable income were correct more often than cases with other
referred discrepancies such as adjusted gross income (11.7% vs. 8.6%).
Other than the findings presented above, first responses generally
required similar actions within each reason for referral.

Table 4.4 displays the distribution of second responses by re-
ferral reasons for all referrals from institutions, OE, and other
contractors. Data in this table are based upon 166 responses re-
ceived after an incomplete or erroneous response had previously been
received and processed. At the time of the second response, 17.5
percent of the responses (29 of 166) were completely acceptable, Of
these acceptable responses, most of them (23 of 29) contained
acceptable SER corrections. By the time of the second response,
21.7 percent of the responses were unacceptable and resulted in sus-
pension of the student's award or consisted of some other type of
response (36 of 166).l/'

Overall, second responses increased in acceptability over first

' responses by only 4.2 percent. However, the greatest increase within

acceptable response types was for SER corrections, which nearly

doubled in size (i.e., increased from 7.4% in the first response to

13.9% in the second response). This finding indicates that the pro-
cedural letters assisting students in making SER corrections are
successful. In contrast to this increase, however, the number of

, responses containing documents which completely verified the dis-

crepancies referred by schools remained relatively constant (3.0% of
second responses vs. 3.2% of first responses).

£7ilesponses falling into the "other" category include letters that
were returned-to-sender, and letters which resulted in a time
extension.
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In reviewing the relationship of the referral reasons with |
second responses, it appears that close to half (42.9%) of the
second responses from students referred for potential discrepancies }
in household size resulted in acceptable SER corrections, In addi-
tion, cases referred for discrepancies in non-taxable income and '1
adjusted gross income also resulted in a proportionately high number
of second responses containing acceptable SER corrections (19.0% -
and 17.4% respectively), than did other referral types such..as taxes 5
paid which were considerably lower (5.6%) than other referral types.
Students who had been referred for discrepancies in zero/low income
proportionately more often submitted unacceptable second responses
resulting in award suspension. Since unacceptable responses were ‘ ‘
categorized as those in which the specific instructions for cor- - '
recting errors or providing documents had not been followed, this
indicates that students with errors in low income may not fully
understand the procedures for correcting SER data or simply may choose
not to make corrections which have been identified by the contractor.

The distribution of third responses presented in Table 4.5
displays an even greater proportion of acceptable responses than
= found in the second response cycle, with a substantial increase in 3
<* the number of responses which contained acceptable SER corrections. d
Specifically, 26.7 pefcent (16 of 60) of the third responses con- \
sisted of acceptable SER corrections, compared to 7.4 percent in »
the first response and 13.9 percent in the second response. Overall,
thirty percent of the responses received in reply to the third re-
quest were completely acceptable by the time of the third response.
The distribution of acceptable responses within each response cycle
is illustrated in the following text table:

Comparison of Response Types in Each
Response Cycle in the 1977-78 Validation Study

Time of Response Acceptable Unacceptable
First Response 13.3 86.7
Second Response 17.5 82.5

Third Response 30.0 70.0




These results indicate that students who are given two sets of spe-
cific instructions on making SER corrections and/or providing docu-
ments are more likely to respond correctly than those who receive
only one specific set of instructions. Table 4.5 indicates that,
among referral reasons, cases referred for discrepancies in‘adjusted
gross income had the highest proportion of third responses containing .
acceptable SER corrections (36.4%), in comparison to other common

referrals reasons, i.e., dependency status (30.0%) and non-taxable

income (28.6%). )

This may be attributable to the fact that once the tax form has
been obtained, the need for corrections to adjusted gross income are
easily identifiable, whereas other items on the SER require review
of multiple documents before appropriate corrections can be made.

Due to the small cell sizes in this particular table, no other trends
in the distribution of third responses can be ascertained. However,
given the fact that the data represent institution referral cases
which were initiated at all times of the contract year and not within
a given time frame (such as Pre-established Criteria cases), it
should be representative of the overall nature of third responses.
While the average number of letters initiated by the contractor de-
creased, all other transactions increased. One of the factors which
. may have caused an increase in both letter and telephone communica-
tions made by students and parents is the fact that all letters sent

. to students inform them that failure to comply with the validation

requests will result in suspension of the award. This statement may
then provide an incentive for students to comply.

The mean number of transactions with institutions or a third
party within referral reasons is presented in Table 4.6. Very few
differences are apparent in the average number of transaction types
for specific referrals. One interesting finding, however, is that
institutions who referred cases with errors in dependency status sent
an average of 2.0 letters to the validation office (excluding the
letter notifying the office of the referral), whereas all other
referral areas in which letters were initiated by institutions or
third parties averaged only 1 letter. The discrepancy types which
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required the greatest number of telephone calls from institutions
or third parties were taxes paid (1.8) and post-high school enroll-
ment (1.7).

Mean Number of Transactions

As stated previously, the average number of all types of trans-
actions required per case was 4,2 transactions. Table 4.7 presents
a separation of transactions taken by the validation contractor and
the students (and/or parents) by each referral reason. Themkrans-
action counts in this table are based on the total of 925 cases;
however, the figures presented in each cell represent duplicated
counts of transactions., Of all letters sent by the validation con-
tractor, referrals of discrepancies in zero/low income, medical/
dental expenses and taxes paid required the most letters (3.5, 3.5
and 3.0 on the average, respectively), whereas referrals of cases
with suspected discrepancies in veteran's benefits required the fewest
transactions (an average of 2,1 letters to the student per casé).l/
Both referrals of asset discrepancies and medical/dental discrepan-
cies are typically difficult items to validate, in that substantia-
ting documentation supporting these items is often difficult to
obtain, This factor most likely accounts for the amount of trans-
actions taken by the validation contractor in cases referred for
these reasons., In contrast, letters initiated by the students or
parents were most frequently sent from individuals referred for
multiple discrepancies (2.2 per respondent), suspected errors in
reported assets and savings (averaging 2.1 per respondent), and
cases reported for errors in both the household size and number en-
tolled in post-high school (2.1 per respondent).z/ -0f particular
interest is the fact that in the 1976-77 institution referral study,

l-77While prior enrollment referrals actually required the fewest
transactions per case (1.3) it was felt that this total figure is
unstable since only 3 cases appear.

E/Cases recorded with multiple discrepancies as the referral reason
are those in which more than three discrepancies were referred. 1In
these instances, two of the discrepancies are recorded separately
and any remaining discrepancies are recorded as multiples,
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asset referrals also exhibited a proportionately higher number of
letters from students than did other referrals (2.0 on the average).
Cases referred with multiple discrepancies are generally expected to
require numerous transactions since the higher numbers of |
questionable items require correspondingly greater amounts of docu-
mentation or correction to the SER, and thus more effort on the part
of the individual. Along with this finding, it is not surprising
that of all telephone calls initiated by students/parents, cases
referred for multiple discrepancies exhibited among the highest
number of calls (3.2 calls on the average). One interesting observa-
tion concerning the types of calls initiated by applicants and
parents is that the greatest number of calls were from individuals
referred for discrepancies in the number of persons enrolled in post-
high school (average of 4.2 calls). This finding indicates that
perhaps students are confused about the definition of '"post-high
school" or may not fully understand the requirement that the number
to be reported in this category (according to Basic Grant policy for
1977-78 applications) is the number of persons who planned at the

. time the application was filed to attend post-high schools.

5}.4: PRE-ESTABLISHED CRITERIA STUDY RESULTS

.
e

—

e

.l

BN

The validation procedures implemented both for cases selected
according to the contractor's Pre-established Criteria and ACT's

Seriteria were identical to those used for institution referral

cases, in terms of types of contacts (form letters, additional
spec1allzed requests) and the standard number of contacts (at least
three requests for data). However, there was a major difference in
the manner in which Pre-established Criteria cases were initiated.
Unlike institution referral cases, in which payments of the Basic
Grant award were halted during the course of validation by means of
instructing the institution to withhold funds, Pre-established Cri-
teria cases were not subjected to this cessation of payment. In-
stead, at the time of selection from the Basic Grant data base,

an automatic "hold" was placed on the student's file preventing him
or her from making any further transactions at the BEOG processing
office. Since this hold was placed at the time of sample selection,

4.66267
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it is obvious that it could not prevent applicants from obtaining
their 1977-78 grant, but rather was effective in preventing these

applicants from obtaining a grant for the next academic year and from
correcting their 1977-78 SER before validation had been completed.
This placement of students into "hold status'" was implemented both
for institutionally referred cases and for Pre-established Criteria
cases, and was intended to serve as a stimulus for students to comply
with the validation requests and to deter students from mak}ng un-

solicited corrections during validation.

The data presented in this section represent transactions taken
on all Pre-established Criteria and ACT criteria cases including
those 263 cases which were still undergoing validation at the time
this report was prepared. All references to the Pre-established
Criteria Study will include cases selected by the validation con-
tractor and by ACT. '

It should be noted that the procedural letters utilized in the

1977-78 Pre-established Criteria validation were similar to those

developed midway through the previous validation study. The aim
. of these letters was to specify, in as much detail as possible, the
+ exact definitions of SER items and to allow spaces in the letters
_ to insert individual financial data to inform study participants of

-

the exact information which should, by definition, be entered on
Student Eligibility Reports. The effectiveness of these procedures
and the number of contacts with students are the critical issues
which are being studied, and thus the results of the procedures are
given in the tables and discussions which follow.

Frequency of Transactions

Table 4.8 presents the frequency of transactions taken in the
Pre-established Criteria Study by the actual discrepancies uncovered
during the course of validation. Ail counts of transactions within
each discrepancy type are duplicated, i.e., a transaction taken for
a case with errors in two SER items is counted twice. In total,
51,983 transactions were taken for 9,126 cases resulting in an
average of 5.7 transactions per case, compared to an average of 4.2

4.67
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transactions per case required for referred cases (as previously
discussed). It should be noted that institution referrals are

opened throughout the academic year and tend to peak at the end of
the year. Therefore, the lower average number of transactions is
probably due to the fact that the majority of referral cases have not
completed the validation process at the time this report was pre-
pared.

Of the total transactions, nearly half (48.2%) were taken on
cases which resulted in no discrepancies in the Student Eligibility
Reports. Cases falling into this category were those in which the
validation revealed that all SER entries were correct as indicated
by the documents received and those in which validation was halted
due to student's non-response or the receipt of an unacceptable

. response, and thus discrepancies could not be determined. In re-
viewing all other discrepancy types, proportionately more trans-
actions occurred for cases with discrepancies in taxes paid (36.2%),
Jportions of earned income (32.4%), and adjusted gross income (27.9%).
}ihe preponderance of transactions for these items can be-explained
f%y a procedure implemented to validate income and taxes. Specif:
‘ically, in instances where study participants could not (or would
“iot) provide a copy of the Federal Income Tax Return, income was
‘verified by means of reviewing W-2 statements. By reviewing W-2
. statements, many errors in the. portions of earned income were sub-
" sequently discovered. In order to verify the amount of Federal taxes
' paid, without reviewing the Federal Tax Return, an alternate pro-
cedure was instituted which consisted of the contractor calculating
the amount of taxes paid by using the exemptions and sum of the W-2
statements. Once the contractor calculated the taxes, the applicant
or parent was sent a letter specifying the calculated amount and
requesting that the applicant review the calculation. Also, there
were many instances in which students were contacted and specifically
asked to send a statement verifying the number of exemptions claimed,
so that this calculation could be done. Thus, this letter resulted
in extra transactions. Utilization of this procedure was most likely
a significant factor in resolving cases which may have, in past

4,80
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validations, been closed for an incomplete response. The proportion
of all transactions taken for the other main SER items in question,
i.e., nontaxable income, household size and number in post-high
school, were very similar (12.6%, 12.6% and 12.1%, respectively).

Examination of the frequency of each type of transaction re-
veals that initial requests, and all types of additional requests,
were the most frequent transactions (17.6% and 12.4%, respectively),
This table further indicates that of the 9,126 students who-received
the initial letter, over half (5,418) required a first follow-up
transaction. This pattern was repeated for persons who received the
first follow-up; i.e., nearly sixty percent (3,247 of 5,418) of the
students who received first follow-ups also received a second follow-
up. It is not surprising, then, that of all students who received
both follow-up letters the greatest number of transactions were taken
in the instances where no discrepancies were uncovered (14.6% of the
first follow-up transactions and 10.6% of the second follow-up trans-
actions). Among those cases in which the actual discrepancies were
determined, first follow-up letters were most frequently sent to
students with discrepancies in post-high school enrollment (7.1%) and
portions of earned income (7.0%). Second follow-ups were sent most .
frequently to students with discrepancies also in post-high school
enrollment and adjusted gross income (2.4% and 2.3%, respectively).
In order to examine the overall frequency of follow-up letters, a
comparison of the 1977-78 study results with the 1976-77 valzdatlon
study results is shown in the following text table:

Comparison of Follow-Up Rates Between the
1976-77 and 1977-78 Validation Studies

1976-77 1977-78
Percentage of Cases
Requiring First
Follow-Up 53.1 59.3
Percentage of Cases

Requiring Second

4,81
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It can be seen that the rate at which both follow-up letters were
mailed increased from the rates in the 1976-77 validation study.

Of particular interest is the finding that cases requiring a first
follow-up letter increased significantly from the percentage of cases
in the 1976-77 study (increase of 6.2%). This increase may be due,
in part, to the fact that all follow-up letter mailings are reflected
in the 1977-78 statistics, whereas the data for 1976-77 represént the
percentages of follow-up transactions relative to only those cases
resolved at the time the 1976-77 report was prepared: Another factor
which may have affected the rate of follow-ups is the usage of the
"response worksheet" which was mailed to all applicants along with
the initial letter. Although students were not required to use this
worksheet, it was provided to assist applicants in compiling docu-
ments. This form may have affected the amount of time it took
students and/or parents to organize all the information requested,

A review of the occurrence of discrepancies in relation to the
various transaction types in Table 4.8 reveals only slight differences
in the frequency of transactions. Of pafticular interest, however,
is the finding that a proportionately greater number of transactions
involving letters sent when a response had been received with a
signed and uncorrected (or partially corrected) SER accompanied by
supporting documentation were required for cases with actual dis-
crepancies (1.5%), followed in frequency by cases with discrepancies
in portions earned (1.2%), as compared with other common discrepancy
types such as post-high school enrollment (0.4%) and nontaxable in-
come (0.5%). This finding suggésts that students who have attempted
to correct SER data and have provided all the documents required
have apparently overlooked or misunderstood the instructions for
verifying taxes paid and portions of earned income. Another in-
teresting finding shown in this table is that telephone calls re-
ceived, after at least one written response had been provided by
students or parents, occurred most often in cases with discrepancies
in taxes paid (1.8%) and portions of earned income (1.5%).
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Distribution of Responses

"To further analyze the data received from applicants selected
according to the Pre-established Criteria, a series of tables are
presented displaying the range of response types received as first,
second and third responses. Table 4.9 exhibits the distribution of
first responses by actual discrepancies. Of the 7,098 transactions
that comprised the first responses, the higher number of responses
came from cases with confirmed taxes paid errors (41,2%). QOther
frequent discrepancy types found in the first responses were those
cases with no confirmed discrepancies (38.9% of transactions) and
portions of earned income (38.0% of transactions). Only 15.5 per-
cent of the total transactions (938 of 7,098) taken after the receipt
of the first response involved completely acceptable reSponses.l/
The greatest proportion of transactions containing valid SER correc-
tions in the first response were from cases with actual discrepahciés
in unusual expenses, adjusted gross income and portions of earned
income (31.8%, 16.9% and 16.4% of transactions, respectively), while
the fewest transactions of this type occurred in cases with dis-
crepancies in applicant's savings (11.1%), and nontaxable income
(12.3%). The presence of considerable numbers of corrections in
unusual expenses in the first response is most likely explained by
the fact that often students will submit unsolicited corrections.
For Pre-established Criteria cases, unsolicited corrections in SER
fields not originally questioned were accepted unless documentation
provided by the student disagreed with the correction. It is inter-
esting to note that among those responses which were incomplete and
required an additional transaction to request additional documents,
the greatest proportion of transactions were taken for those cases
which resulted in no confirmed discrepancies and cases currently
unresolved (41.1% and 37.9% of the transactions, respectively).
Similarly, responses which required multiple requests for clarifica-
tion occurred most frequently in those cases with no confirmed

l/Complet:ely acceptable responses are those containing acceptable
verifying documentation, valid SER corrections, verification of
non-use of grant and circumstances leading to OE resolution.
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discrepancies, cases currently unresolved and asset discrepancies
(41.4%, 37.9% and 32.6% of transactions in the first response,

1/

respectively) .=

A comparison of the first responses received in the 1976-77 and
1977-78 validation studies is shown in the following text table:

Conparison of Distribution of First Responses
Between 1976-77 and 1977-78 Validation Studies.-
1976-77 1977-78
Response Type % %
Total 100.0 100.0
Acceptable
‘Documentation 18.3 4,0
Acceptable SER
Corrections 12.4 9.2
Other Closures * 2.3
Unacceptable
Documentation 23,3 57.3
Unacceptable '
" SER Correction 20.3 : 18.4
JM‘_'Other 25.6 8.5

=~ *Other closures were not specified in the 1976-77 validation
= studies.

A review of this table reveals considerably lower rates of acceptable

f}responses-in the 1977-78 validation. This trend was also evident in

.:'the first responses received in the Institution Referral Study. This

?fmay be partially attributed to the procedural changes in the letters,
i.e., the worksheet as well as the more stringent requirements for
documentation.

Table 4.10 presents the distribution of second responses from
Pre-established Criteria study participants by actual discrepancies.

l/Multiple requests consist of any combination of a request in-
cluding making SER corrections, request for student to provide
documentation or request for clarification of documents already
provided.
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A total of 3,871 transactions were received as second responses. In -
this response cycle the largest proportion of transactions were re-
sponses that contained valid SER corrections supported by verifying
documents (39.4% of all second responses). For this transaction
type, the fewest proportion of transactions were taken in cases with
actual discrepancies in dependency status, i.e., 13.3 percent, In
contrast, cases with taxes paid, adjusted gross income, and portions
earned discrepancies required a proportionately higher number of such
transactions (56.9%, 56.2% and 55.8%, respectively. ° -

A comparison of the second responses received in the 1977-78
study with the second responses received in the 1976-77 study is
shown in the following text table:

Comparison of Distribution of Second Responses Between
1976-77 and 1977-78 Validaction Studies
1976-77 " 1977-78
Response Tvoe L] S |
Toztal 100.0 100.0
Acceptaole 8.8 4.4
Documantation
Aczeptable SER 29.5 39.4
Correction ')
Other Acceptable * 1.3 |
Closures -
Unacceptable 20.4 19.3 "
Documentation ;
Unacceptable SER 20.9 15.1 o
Correction : .
Other ' 20.4 20.4 )

e i et # = & 8 © N
*Other closurss were not specified in the 1976-77
validation studies.

This text table indicates that overall, 6.8 percent more of the sec- d
ond responses in the 1977-78 study were acceptable than in the 1976-77
study (45.1% vs. 38.3%, respectively). The most significant finding B
in this summary table is the increase in the rate of acceptable SER cor-
rections received in the 1977-78 study, compared to the previous
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percentage of these responses (increase of 9.9%). This result sug-
gests that the procedures for informing students of the SER items
needing correction, as well as the process by which the contractor
makes corrections which are then reviewed by applicants, are effec-
tive in obtaining all necessary corrections by the time of the
second response. Another interesting result shown in this text
table is the equal rate at which all '"other'" types of responses are
received. 1/ '

-t

Table 4.11 presents the distribution of third responses within
each type of discrepancy. A total of 1,210 transactions were re-
corded, of which 584 (48.3%) were for responses containing valid SER
corrections. Among the responses containing valid SER corrections
supported by documentation, the proportion of responses within each
common discrepancy type are similar to those received in the second
response cycle. Specifically this transaction type occurred at thé
highest rates in cases with discrepancies in unusual expenses (75.0%),
taxes paid (69.6%) and portions of earned income (67.4%) with the
fewest proportion of this transaction type occurring in cases with
discrepancies in '"other'" SER fields, i.e., marital status (49.1% of
transactions within this error type). Within the third response
cycle, data recorded for other transaction types are relatively
small and therefore no comparisons have been made.

A comparison of the breakdown of acceptable and unacceptable
responses at the various intervals for the 1976-77 and 1977-78 vali-
dation contracts is shown in the following.text table:

l/Response types which are included in this category are those

written letters which do not relate to the validation requests,
and thus require the contractor to write a customized letter or
letter requesting the applicant to call the validation office;
responses which result in suspension of the award due to non-
compliance with the validation requests; and letters which are
returned-to-sender.
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Frequency of Response Types for 1976-77
and 1977/-/8 Validation Studies by tlie
" Time of Response
1976-77 1977-78
L
Jime of Response Acceptable Unacceptable Acceptable Unacceptable
—Percent —Percent
First Response 30.7 69.2 ' " 15.5 84.2
(N=688) (N=1,554) (N=1,102) (N-5,996)
Second Response 38.3 61.7 45.1 54.8
(N=386) (N-620) (N-1,746) - (N-2,125)
Third Response 34.2 65.8 51.6 48.4
(N-83) (N=160) (N-624) (N-586)

_ The most striking finding in this summary table is the dif-
ference in the proportion of acceptable responses in the third re-
sponse cycle. While the rate of acceptable responses in the 1976-77
study decreased from the rates in.the first two cycles, acceptable
responses in the third cycle of the 1977-78 study increased by 6.5
percent from the rate of acceptable responses in the second cycle.
This trend indicates that persons who are given additional oppor-
tunities to respond to the individualized procedural letters are ‘
more prone to respond correctly.

Distribution of Pre-cstablished Criteria Transaction Types

Transactions taken in the Pre-established Criteria Study were

. primarily conducted between students (or their parents) and the vali-

dation contractor. The total number of these transactions was 51,983.
Table 4.12 displays the distribution of these transactions within the
five phases of the Pre-established Criteria Study according to the
actual discrepancy types by the type of communication (letter or
telephone call) and the party initiating the communication. Data are
presented in terms of total transactions as well as mean number of
transactions, within the five phases of the Pre-established Criteria
Study.l/ A comparison of the mean number of each type of transaction
for the five different phases is shown in the following text table:

l/The five phases refer to the five initial contact cycles shown
in Exhibit C.
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Comparison of Mean Number of Applicant/Parent
Transaction Types Between the Five Sample Sets

. Phase Phase Phase:; Phase Phase
Transaction Type I 11 I11 1V \')
Letters Initiated by 3.7 3.8 3.9 3.9 3.9
Validation Contractor C=3994 C=997 C=2010 C=1005 C=1120
Per Case N=14962 N=3755 N=780n9 N=3934 N=4381
Letters Initiated by 1.9 1.9 1.9 - 1.8 2.0
Applicant/Parent Per C=3384 (=810 C=1629 -C=778 ~ (=841
Case N=6481 N=1522 N=3043 N=1435 N=1648
Telephone Calls Ini- 1.1 1.0 1.3 0 1.5
tiated by Validation C=14 C=9 C=7 C=0 C=2
Contractor Per Case N=16 N=9 N=9 N=0 N=3
Telephone Calls Ini- 1.5 1.6 1.5 1.5 1.4
tiated by Applicant/ C=917 C=203 C=385 C=188 C=267
Parent Per Case N=1409 N=318 N=278

C= Cases
N= Number of transactions

N=585

While the average number of transactions remained relatively
close for each phase of the Pre-established Criteria, there is a
slight increase in the average number of letters initiated by the

,Validation Contractor as the study progressed.
.-attributed to the fact that students selected and thus contacted in
.. the latter phases of the study had already received a poxiion of

This increase may be

their Basic Grant awards and may not have had as strong of an in-

‘fto students and parents.

_centive to comply in a timely manner with the validation requests.
.. This would then increase the proportion of follow-up letters sent

This hypothesis is further supported by

" the finding that the fewest average number of letters initiated by

' the contractor per case were for students first contacted in August

of 1977, prior to the students' receipt of any amount of the BEOG
award. Exhibit C shows the dates students from each phase were

contacted.

Among discrepancy types, Table 4.12 indicates that both letters
initiated by the contractor and letters initiated by applicants were
slightly higher in instances where discrepancies occurred in items

4.118
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EXHIBIT C: MAILING DATES OF INITIAL CONTACT LETTERS TO
. STUDENTS IN THE FIVE SAMPLING GROUPS

Phase Sample Size Mailing Date -
I 3,994 August 25, 1977
II 997 September 19, 1977
III 2,010 October 28, 1977
IV 1,005 November 14, 1977
\'f 1,120 January 3, 1978
338
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not originally questioned. Specifically, in Phase I, the Validation
Contractor sent more letters on the average to individuals with
errors in Veteran's Educational Benefits (5.0 per case), dependency
status (4.0 per case) and applicant's savings (4.0 per case). Like-
wise, in Phase I letters from students averaged the highest for cases
with discrepancies in dependency status (3.6 per case) and Veteran's
Educational Benefits (3.0 per case). Cases with actual discrepahcies
in asset data also required a substantial number of letters initiated
by the contractor in Phase III (average of 4.1 per Ease) and Phase

IV (average of 4.0 letters per case). Although these averages are
based upon those discrepancy types which occurred infrequently,

these findings are noteworthy. It is likely that one of the reasons
why cases with these discrepancies required more transactions is

that asset, Veteran's Educational Benefits and savings items were not
originally defined in the form letters sent to applicants. It was-
not until at least one response had been provided indicating possi-
ble errors in these areas that the items were defined and questioned.
Even so, the findings presented in the Institution Referral proce-
dures section of this Chapter (Section 4.3) indicate that these
"other'" items often réquire many transactions even though a defini-
tion of the specific SER item in question is provided in the first

communication with the student.

Among the five major SER items brought into question in the
Pre-established Criteria Study, cases with discrepancies in house-
hold size, post-high school enrollment and nontaxable income required
a greater number of letters initiated by the contractor on the
average. This is especially evident in the transactions taken on
cases from Phase V, i.e., cases with nontaxable income and household
size discrepancies averaged 3.9 letters per case and cases with
post-high school discrepancies averaged 3.8 letters per case, as
compared to other major SER items such as adjusted gross income and
taxes paid (both averaged 3.5 letters per case). Telephone calls
from applicants and their parents appear to have also occurred most
frequently in cases with discrepancies in dependency status (3.7
calls per case - Phase I), assets (2.7 calls per case - Phase 1IV)
and nontaxable income (1.8 calls per case - Phases II and III).

4.120339




There did not appear to be any substantial differences in the

' frequency of transaction types by actual discrepancies between the
cases selected according to ACT's criteria compared to the cases
selected according "o the Validation Contractor's criteria; i.e.,
the same discrepancies observed on the whole as requiring a greater
rate of transactions such as nontaxable income, assets and Veteran's
Benefits were also predominantly higher per case in the fifth phase
when the ACT criteria cases were contacted. " -

A comparison of the mean number of transactions by each transac-
tion type taken in the 1977-78 validation with the results of the
prior validation studies is shown below in the following text table:

Comparison of Mean Number of Transactions
by Type of Transaction Between the 1976-77
Validation and the 1977-78 Validation Studies

Type of Transaction 1976-77 1977-78
Letters Initiated by Vali-
dation Contractor 3.5 3.8
Letters Irnitiated by '
Applicant/Parent 1.1 1.5
Telephone Calls Initiated
by Validation Contractor 0.1 <.1
Telephone Calls Initiated
by Applicant/Parent 0.4 0.3

As can be seen from this table, the average number of letters
initiated both by the contractor and by the applicants or parents,
in the 1977-78 Pre-established Criteria Study, increased compared
to the average number of these transactions taken in the 1976-77
study. This finding is primarily a function of the fact that the
data presented for 1977-78 cases contain the average based upon
cases resolved and unresolved, whereas the figures for 1976-77
represent the average number of transactions taken only in those
cases that were resolved at the time of report preparation.
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Table 4.13 presents the distribution of transactions between
the validation contractor and institutions or third parties, for each
type of actual discrepancy. There were no particular discrepancy
types related to the calls from institutions or third parties; rather
there were variations in each phase of the PEC study. In theifirst
phase, telephone calls from institutions were received on the
average at the highest rate for cases that were unresolved (1.5
calls). In the second phase, however, more calls were received in
reference to asset discrepancies (2.0 calls) and errors in.post-high
school enrollment (1.8 calls). In the fourth phase, the average
number of telephone calls was the highest among cases conducting this
transaction in which no discrepancies occurred (2.3 calls) and those
with "other'" discrepancies, i.e., marital status (2.0 calls). Similar
to the findings related to transactions with students and parents,
letters initiated by the contractor and sent to institutions or -
third parties were generally highest for those discrepancy types
which were not originally brought into question in the procedural
letters. Specifically, they were: applicant's savings (1.3 letters
per case, Phase I), dependency status and Veteran's Educational
Benefits (1.5 letters per case - Phase III), and assets and unusual
expenses (1.3 letters per case - Phase V).

Table 4.14 presents the mean number of transactions with stu-
dents and parents experiencing each specific transaction type by the
mode of resolution, for all study groups in the Pre-established Cri-

teria Study. To further facilitate the analysis of these results,
the overall average number of letter transactions have been com-
puted for the four closure modes in which some response was received.
This data is presented in the following text table:
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Distribution of Letter Transactions by
Mode of Resolution

Closure Letters Initiated Letters Initiated

Reason by Contractor by Applicant/Parent

Valid SER Correction 3.48 2.06

Acceptable

Documentation © 3.04 1.54 °
Non-Response to

Additional Request 4,34 1.38

Unacceptable Response
after Additional Request 4.60 2.70

Of the closure modes presented in this summary table, cases
closed because an unacceptable response was received after numerous
requests averaged the highest number of letters initiated by the
contractor (4.6). Cases closed for this reason also averaged the
highest number of letters received from students and parents (2.7
per case), followed in frequency by cases closed for SER correc-
tions (2.06 per case). This observation indicates that the greatest
number of letter transactions occurred for those cases in which some
corrections have been made to Student Eligibility Reports (either
proper or improper corrections). This occurrence is attributable
to the design and philosophy of the validation procedures, i.e.,
any discrepancies discovered by the Validation Contractor which
have not been corrected by students must be brought to the attention
of the student.

An in-depth analysis of Table 4.14 indicates that among the
various study samples, cases selected in Phase I which resulted in
closure due to the receipt of an unacceptable response averaged the
highest number of letters initiated by the students or parents (1.6
per respondent), whereas applicants from the fourth phase averaged
the lowest (1.4 per respondent). This finding is most likely a
result of the fact that applicants initially selected had a greater
overall time span in which to respond, even though all applicants
were instructed to respond within a given number of days. 1In

4.133
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comparing the average number of letters sent from students whose
cases were resolved because they failed to respond to an additional
request for documentation, or SER cofrection,,it can be seen that
students selected in the first two phases sent a slightly greater

- number of letters than did those in the latter three phases (1.5 vs.
1.3). This finding may be explained by the hypothesis, previously
stated in this report, that students who were contacted earlier in
the year had the greatest incentive to respond since they had not
received their full BEOG award at the time validation began.

For those cases in which telephone ca.ls were initiated by stu-
dents and parents, the greatest proportion were from individuals
whose case was resolved due to the receipt of a corrected SER, i.e.,
an average of 1.6 calls in Phase I, and 2.2 calls for cases with
SER corrections not yet processed in Phase II. This finding indi-

~cates that students who do change data on the SER are concerned
about these corrections and piresumably are concerned about the
gfffects of the corrections on their eligibility.

4.5 CHAPTER SUMMARY

v In the conduct of the 1977-78 validation stucies, a total of
’135,181 transactions (letters and telephone calls) were taken between
=-the validation contractor and students or their parents. Specifi-
fftally, 3,198 transactions occurred for 925 cases referred by insti-
_-tutions, the Office of Education, and the contractors performing
“Lwork for the Basic Grant Program, the remaining 51,983 transactions
occurred for the 9,126 cases selected from the Basic Grant data base
according to Pre-established Criteria and American College Testing
Program criteria. The transactions recorded in these studies and
upon which the findings have been derived represent transactions
taken for all cases validated, including those in which the vali-
dstion had been completed as well as cases which were still under-
going validation at the time these statistics were compilel. Analy-
sis of the data obtained regarding the frequency and nature of
transaction types resulted in the following major observations:
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Institution/OE Referral Study

° Among all types of transactions (excluding the

' mailing of the initial letter which is required
for every case), the most frequent type of tran-
saction was the first follow-up letter (sent to
11.4% of the cases). This first follow-up
occurred at a higher frequency than did all types
of additional request letters mailed by the con-
tractor (11.4% vs. 10.1%).

° Cases referred with errors in post-high school ..
enrollments averaged the highest number of trans-
actions per case (5.1).

° While cases referred for discrepancies in adjusted
gross income contained the greatest proportion of
transactions, upon determination of actual error,
cases with actual discrepancies in Federal taxes
paid contained the highest proportion of transac-
tions.

° Fifty-six percent of the applicants validated in "~
the Institution/OE Referral Study required a first
- follow-up letter in contrast to the 1976-77 study .
in which sixty percent required the first follow-up.

° Only 13.3 percent of the first responses from stu-
dents contacted in the Institution/OE Referral .
study were completely acceptable. Among discrepancy
types, however, cases referred with errors in post-
high school enrollment, nontaxable income and house-
hold size exhibited the greatest number of first
responses which were acceptable.

° The acceptability of second responses increased only
marginally from the rate of acceptability in the
first response cycle (only by 4.2%). Most of these
acceptable second responses were valid SER correc-
tions. By the time of the third response, 30 percent
of the responses were acceptable, indicating that as
more instructions are sent by the validation con-
tractor, the greater the chances are that the student
will respond correctly.

° The average number of letters initiated by the con-
tractor was highest for cases referred with zero/low
income and unusual expenses (3.5 letters per case),
whereas the average number of letters initiated by
respcndents was highest in cases referred with multiple
discrepancies (2.2 per case).

4,139

362




Pre-Established and ACT Criteria Study

An average of 5.7 transactions Were required for e#ch
Pre-established Criteria case.

Almost half of the transactions in Pre-established
Criteria cases between the contractor and students
(or parents) involved cases in which no discrepancies
could be ascertained, because verifying documents had
been provided, the student failed to respond at all,
or an unacceptable response had been provided after
numerous requests. (48.2%). .

Among cases in which the discrepancies were identi-
fied, the greatest proportion of transactions occurred
in cases with errors in taxes paid, followed by errors
in the portions of earned income and errors in ad-
justed gross income.

Nearly 60 percent of all Pre-established Criteria
study applicants required a first follow-up letter;
almost 60 percent of these students recuired another
follow-up letter. In cases where discrepancies were
determined, students with errors in the post-high
school enrollment required the highest proportion

of both types of follow-up letters.

Nearly 85 percent of the first responses received
in the 1977-78 Pre-established Criteria Study were
unacceptable and required further contacts with the
students in contrast to the 1976-77 study in which
approximately 70 percent were unacceptable.

Among the acceptable first responses which resulted
in valid SER corrections, the most frequent dis-
crepancy types were errors in unusual expenses, ad-
justed gross income and taxes paid.

Second responses increased in acceptability in compari-
son to first responses by 30 percent in the 1977-78
validation study, whereas in the 1976-77 study second
responses increased in acceptability by only 7.6 percent.
0f the acceptable second responses received in the 1977-78
study, most were responses containing valid SER correc-

tions.

The rate of letter and telephone communications within.
each of the five phases of the Pre-established Cri-
teria Study were relatively equal; however, slightly
fewer letters were initiated by the contractor for
cases in the first phase (3.7 per case) than in the
final phase (3.9 per case).
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It was found that cases with discrepancies in

SER items not originally brought into question at
the initiation of validation, i.e., Veteran's Edu- °
cational benefits, dependency status errors and
savings errors required the highest average number
of letters initiated by the contractor to resolve
the case.

The average number of letters initiated by the con-
tractor per case was highest for those cases in which
an unacceptable response had been received after nu-
merous additional requests. This trend was also ob-
served for the letters initiated by students and
parents.
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ANALYSIS OF OVERPAYMENT RECOVERY PROCEDURES

S.1: STUDY OVERVIEW

The overpayment recovery effort was designed to recoup Basic
Grant funds from those individuals whose awards exceed their entitle-
ment. In the August 25, 1977 "Dear Colleague" letter financial -
aid officers were advised of the procedures for reporting students
for collection. Recovery action was undertaken whenever the referred
student was a valid case for overpayment recovery. The principal
situations were:

° A student received a disbursement and did not
complete registration or attend classes;

° A student received a grant and withdrew or dropped
out prior to the end of the period covered by the
award; :

° A student received a grant based on an incorrect

Student Eligibility Report (SER), and correction
of the SER resulted in the student being less eli-
gible or completely ineligible for a grant;

° A student received a grant and did not use it to
defray educational expenses at the institution
which disbursed the award;

° A student received a grant but had been awarded a
baccalaureate degree previously;

° A student received a grant and was not a U.S. citi-
zen or a permanent resident of the U.S.;

° A student received a grant and subsequently reduced

his or her course luoad to 3/4 or 1/2 time status.

5.1
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Financial aid officers at participating institutions were the
primary source for referrals. Students referred themselves infre-
quently; and friends, relatives, and spouses provided the remaining
referrals. Upon receipt of a referral, overpayment recovery per-
sonnel reviewed the information for completeness and clarity. Tele-
phone calls were placed or letters were mailed to the institutional
contact and/or the originator of the referral to obtain additional
information or clarification as necessary. When the case.back-
ground was complete, recovery action was initiated.

5.2: OVERPAYMENT RECOVERY METHODOLOGY

Overpayment recipients were notified via a certified letter of
the initiation of collection action. The letter advised the over-
payment recipient of the amount due, the academic year in which the
overpayment occurred, and the reason for the overpayment. .- Each in-
dividual was instructed to select a plan for repayment of his or
her debt from three suggested options. The options were: ‘

° equal monthly installments

° a large initial payment and several equal monthly
installments

° a lump sum payment

Finally, the student was advised that he or she would not receive
financial assistance for which he/she was eligible under the Basic
Grant, Supplemental Educational Opportunity Grant, National Direct
Student Loan, Guaranteed Student Loan, and College Work Study Pro-
grams until the entire amount of the Basic Grant debt is repaid.

A letter instructing the withholding of Federally funded financial
assistance under these programs was mailed to the financial aid
officer at the referring institution at the same time the notifica-
tion of overpayment was sent to the student.

If the overpayment recipient did not respond to the initial
request *to establish a repayment schedule within two weeks, an
uncertified follow-up letter was mailed. Follow-up letters were
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mailed uncertified to reduce the possibility of letters not being
claimed. Non-respondents to the follow-up received a final letter
advising them that their cases might be turned over to the General
Accounting Office for additional collection activity as appropriate.
In the event that a student did not establish a repayment schedule
or that a student was not located, the case was considered closed
and no further action was taken unless a student agreed at a later
date to repay his or her debt. '

-

Responses from students were reviewed to determine whether or
not the individuals responded satisfactorily to the request for pay-
ment. A notification of billing procecdures was sent to each student
who agreed to pay. This letter indicated the number and the dollar
amount of payments and the day of the month on which each install-
ment is due. Students who responded by indicating a repayment
schedule and/or sending a first installment received payment re-
ceipts. The payment receipt indicated the account's previous bal-
ance, the amount of the payment, and the new (unpaid) balance. It
also advised the student of the amount and due date for the next
payment. Students who remitted the full amount of their overaward
or made their final installment received letters thanking them for
cooperating with the recovery efiort. Whenever an individual re-
mitted full payment, a letter which stated that the overpayment had
been returned to the Basic Grant Program was sent to the financial
aid officer at the referring institution.

Each check or money order was scanned for completeness and
acceptability. Overpayment recovery staff looked for specific
errors. Possible problems with each payment included pre- or post-
dating, payment amount less than the amount due, payment not payable
to the U.S. Office of Education or the Basic Grant Program, dis-
crepant dollar amounts, an unsigned check, and payments not bearing
the name of the student. Whenever one of these problems occurred,

a letter was sent to the overpayment recipient requesting a replace-
ment payment. Such payments were not posted to the individuals'
accounts until satisfactory payments or identification was received.

5.3
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Partial payments were the only exception -- these were credited to
the accounts and a letter requesting that the student forward the

unpaid portion of the monthly installment within one week was mailed.
Additional follow-up was undertaken if the student did not respond
to this request. '

All acceptable payments were posted to the appropriate overpay-
ment recipient's account, coded for entry into the automated col-
lections accounting system, and forwarded to the Finance Division of
the Office of Education. OE Finance then deposited the payments with
the Treasury Department. In accordance with instructions prepared
by OE Finance, the system was developed to provide an automated ac-
counting and reporting system into which all overpayment recovery
cases were enfered. Data entered in the system for each student
included: |

student's name, address, and social security number
fiscal year in which overpayment occurred ’

° OE vendor number for the funded institution which
_ disbursed the overaward :
° grant expected, amount disbursed, amount repaid to

the institution

eligibility index

student educational cost

total amount to be repaid

each collection against accounts receivable
unbilled collectionsl/

bounced checks

closure reason

l-/Unbilled collections were payments sent by individuals who
neither had referred themselves nor had been referred by an
institution or third party and for whom no account receivable
had been established. Prior to depositing these payments, the
overpayment recovery staff contacted the individual and/or the
institution at which the overpayment occurred to verify the
existence of a debt to the Basic Grant Program.

5.4
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Although the capability to produce tapes of accounts receivable
activity for delivery tb the Finance Division, USOE, existed, no
such tapes were generated pending receipt of modifications to ‘the
data tape formats.

Overpayment recipients were instructed to contact the recovery
contractor to obtain answers to problems. Most frequently, students
indicated that they could not meet the terms of the repayment options.
In these cases, the overpayment recovery staff attempted to determine
how much the student could afford and adjusted the payment amounts
accordingly. The only other problem encountered frequently was the
lack of understanding of how an overpayment occurred. In these in-
stances, the student was informed of the exact reason for the over-~
payment. If, after receiving an explanation, the student did not
respond or establish a repayment schedule, the student's case qu
processed with all other non-respondents.

5.3: STUDY RESULTS

A total of 2,734 cases were opened during the 1977-78 over-
payment recovery effort. ,The data presented in this discussion are

based on the activity for those cases. At the end of the contract
year (June 30, 1978), 1,802 cases had been closed. The remaining
932 were still open and overpayment recovery action will continue
on these cases during the 1978-79 period.

The discussion of our experience this year will roughly follow
the sequence of a typical case. A description of the characteris-
tics of referrals is presented first. The next sections address
the level of success in locating overpayment recipients and in estab-
lishing repayment plans. Repayments by students and modes of case
resolution are discussed next. The final section describes the
length of time required to resolve cases.

5.3.1: Sources of Referrals

As anticipated, the overwhelming majority of the referrals
were furnished to the overpayment recovery contractor by financial

5.5




aid officers. Ninety-nine and one-half percent (N=2,721) of all
cases opened during the 1977-78 contract year were referred b& in-
stitution personnel. Of the institutionally referred cases, 73
percent (N-1990) owed less than $200. Twenty percent (N=542) owed
between $200 and $399.99. Only 7 percent of the cases referred owed
more than $400. A mere 12 students (0.4 percent) referred them-
selves. One referral was provided by another source. In this case
the student was referred by his brother, who felt that the.-student
was '"'ripping off the system by taking someone else's money."

Regardless of the source of referrals, the average amount owed
per case was $169.10. On the average, students who referred them-
selves owed twice as much as students who were referred by institu-
tions, althoﬁgh the number of self-referrals is so low that this
trend cannot be considered stable. In the cases referred by the
institutions, the average amount owed per case ($168.25) was only
44.8 percent of the amount owed ($375.04) by self-referred cases.

A summary table below describes the average amounts owed and paid by
source of referral.

‘ Average Amount Average Amount
Referral Source Owed Paid:
Institution $168.25 $ 22.04
(N=2721)
Self $375.04 $145.50
(N=12) .
Other $ 0.0 $ 0.0
(N=1)
All Sources $169.10 $ 22.57

Students who referred themselves each repaid 6.6 times as much
as students referred by institutions, presumably because they were
more concerned about settling their debts. Self-referrals repaid
an average of $145.50 per case. However, this difference cannot be
generalized due to the small number of self-referrals.



The following text table presents the percentage of the total
referrals by type of institution control. In almest 90 percent
(N-2,453) of the cases opened, the overpayment recipients received
the overawards at public institutions. This figure is consistent
with the fact that the majority of BEOG recipients (71 percent)
attend public schools.l/

Type of Institution Percent of Total -
Control Cases
Public 89.7
(N=2,453)
Private/Non-Profit 3.5
(N=95)
Proprietary ' 6.8
(N=185)
Unknown 0
1)
Total 100.0
(N=2,734)

Institution size does not seem to have had any direct bearing
on the number of overpayment recipients referred for collection ac-
tion. Thirty-nine percent (N=1,066) of the overpayment cases opened
this year attended schools with student populations between 1,001 and
5,000. An additional 31.1 percent (N-850) attended schools in which
the student enrollment exceeded 5,000. Finally, 29.9 percent (N=817)
attended institutions with a student enrollment of not more than
1,000.

The following text table summarizes the number of cases opened
by the student educational cost on which the Basic Grant award was
calculated.

l/See Section 3.5 for the distribution of 1976-77 recipients by
control of institution attended.




Student Educational -
_Cost (In Dollars) Percent of Total
Less than 8.9
1,501 - 2,000 58.7 '
(N=1,60S8)
2,001 - 2,500 22.1 o -
(N=603)
2,501 - 3,000 4.4 "'
(N=121)
3,001 - 3,500 1.1
) (N=30)
3,501 - 5,000 3.2
: (N=88)
More than 0.5
5,000 ' (N=13)
Unkrown 1.2
(N=32)
Total . 100.0
(N=2,734)

In looking at the number of overpayments by student educational
cost on which the overpayment recipient's award was calculated, the
largest group (N=952, or 34.8 percent) occurred in programs for
which the educational cost was between $1,501 and $1,750 per year.
Indeed, 80.8 percent (N=2,208) of the overpayments occurred in the
educational cost range of §1,501 - $2,500. The largest average
overpayment ($317.97) occurred in the $2,751 - $3,000 educational -
cost range. A summary table of the average amounts owed and repaid
by student educational cost ranges follows.
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Student Education Percent of Average Amount Average Amount
Cost Total Cases Owed Paid

Less than $1,200 3.9 180.81 31.17
(N=108)

$1,201 - $1,500 4.9 134.58 23.67
(N=134)

$1,501 - $1,750 34.8 119.30 16.68

) (N=952)

$1,751 - $2,000 23.9 157.09 18.64
(N=653)

$2,001 - $2,500 22.1 223.50 27.31
(N=603) :

$2,501 - §2,750 3.3 246.20 20.38
(N=91)

$2,751 - $3,000 1.1 317.97 27.96
(N=30)

$3,001 - 53,500 1.1 238.27 ©21.02
(N=30)

$3,501 - $5,000 3.2 253.36 40.90
(N=88)

More than $5,000 0.5 262.27 1.54
(N=13)

Unknown 1.2 282.00 115.8
(N=32)

Total 100.0
(N=2,734) 169.10 22.57

5.3.2: Locating Overpayment Recipients

The first problem encountered was loéation of and contacting
each overpayment recipient. Of the 2,734 cases opened, 8.9 percent
(N=242) were not contacted due to incorrect or old addresses and
were closed out for this reason (i.e., no further collection actions
were  taken). The unlocated overpayment recipients owed an average
debt of $159.91 each, or a total debt of $38,698.22.

On occasion, the referring financial aid officer would forward
a partial payment (perhaps a refund of monies paid to the institu-
tion) with a referral. Thus, although the overpayment recovery
contractor was unable to locate an individual, neverthe less a partial
recovery was accomplished. A total of $55.66 was recovered from un-
located students in this manner.

5.9
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5.3.3: Payment Plan Selection

" Each overpayment recipient was instructed in the letter noti-
fying him/her of the collection action to make a selection of one of
three suggested options for repaying the amount owed. The options
are listed in Section 5.2.

~

Slightly less than 25 percent (N=680) of the overpayment re-
cipients established schedules for repaying their debts. This figure
represents 27.3 percent of the individuals who were located.

Among the reasons given by the 75 percent of the individuals
who did not establish payment plans for their failure to agree were
the following:

° student was unemployed

student or family member has become disabled and -
has barely enough resources to maintain family,
let alone pay back a grant

student or family member has recently required majof
surgery and faces overwhelming medical bills

student. feels he or she was "entitled to that money'

student feels he or she is the exception to the rules
and therefore does not have to repay

student just had a baby and/or her husband just
left her
Students also failed to respond in any way.

In the initial letter to each student, three options for repay-
ment of the debt are described. The student is instructed to select
the option which best suits his/her ability to repay. The text table
below describes the repayment plans selected by all cases on rec